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Editorial Comment 


ROM an outcry against “the short- 

age of gold,” opinion now seems 

turning in the opposite direction, 
and a glut of gold is seen as either pres- 
ent or impending at no distant day. Why 
this fear has arisen may be seen from 
a study of the figures showing how the 
production of gold has been increasing 
in recent years. World gold production 
has risen from 19,586,000 fine ounces 
in 1929 to 35,000,000 fine ounces in 
1936. Not only has this increase in the 
production of the metal taken place, but 
its monetary value has been even more 
strikingly augmented—from $407 mil- 
lion at 20.67 an ounce in 1929 to $1222 
million in 1936 at $35 an ounce. Rus- 
sian production alone has advanced 
from an output of 1,085,000 fine ounces 
in 1929 to 8,150,000 fine ounces in 


1936, placing that country next to South 
Africa as a producer of the yellow 
metal. 

This increase in the gold stocks has 
gone largely to swell the holdings of 


the central banks. Discussing “The 
Future of Gold” in a recent issue, The 
Economist (London), presents a table 
showing the monetary gold stocks of the 
central banks of England, the United 
States, France, Germany, Holland, Bel- 
gium and Switzerland, and observes: 
“Broadly speaking, the holdings of these 
seven monetary authorities alone have 
increased since 1929 by 229 million 
ounces. This exactly equals the 1930- 
36 world gold production of 186 mil- 
lion ounces plus India’s net gold ex- 
port for the period of 44 million ounces. 
In addition there are the undisclosed 
holdings of various national exchange 
funds, which may well comprise be- 
tween 50 and 100 million ounces.” 
The increased monetary value of gold 
has not only stimulated production, ‘but 
has brought hoarded stocks into the 
market. From these two sources the 
holdings of the central banks have 


gained large additions to their stocks 
of the metal. In the United States alone 
our monetary gold has risen from a 
valuation of some $2,857,000,000 at the 
end of 1929 to $11,251,000,000 at the 
end of 1936, and the value has largely 
increased since that time. So great has 
been the influx of foreign gold of late, 
that in order to prevent its absorption 
into bank reserves and thus inflate com- 
modity prices in a manner regarded as 
highly undesirable at the present time, 
it has been considered necessary to 
sterilize fresh imports of the metal, and 
at about the first of June some $750,- 
000,000 was thus impounded. To effect 
this result has called for an addition 
to the public debt in the form of Treas- 
ury certificates. Thus, after putting up 
the price of gold from $20.67 an ounce 
to $35, this country is incurring debt 
to buy gold for which it has no use. 
Aside from the gold thus impounded, 
there are several billions buried in the 
ground and entirely out of circulation. 

With a gold monetary stock of about 
twelve billions of dollars, the present 
would seem an opportune time to ex- 
amine proposals for making some use 
of the metal rather more sensible than 
burying it in expensive  specially- 
constructed vaults or in buying it by 
going into debt, and locking it up after 
it has been bought. 

There are several factors which ac- 
count for the large influx of gold into 
the United States. The enlarged output 
of the metal in itself would tend of 
itself to increase our stock of it, as 
would the high price offered. Then, the: 
disturbed conditions in some other 
countries have led to the belief that 
capital could be more safely and profit- 
ably employed here than elsewhere. 
Our position in foreign trade, and per- 
haps our very’ much reduced favorable 
position as regards. balance of payments, 
can hardly explain -even partially why. 
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gold has flown-to American shores in 
such a flood. 

Obviously, the use for our large stock 
of gold coming first to mind would be 
its return from the point where it is 
neither needed nor wanted to those coun- 
tries where it is both needed and wanted. 
But this would call for a change in the 
situation hardly to be looked for soon. 
It would call, in the first place, for a 
reversal of those political and economic 
conditions in other lands which have 
impelled gold to seek a refuge in Amer- 
ica for its safe and profitable employ- 
ment.. And, in the second place, it 
would require the resumption of foreign 
lending by Great Britain and the United 
States. Here, again, conditions do not 
favor such resumption. 

Why should not the United States put 
its twelve billions of gold into circula- 
tion? 

The rejoinder to this inquiry will be 
that this would result in inflation. But 
would it? 

Bank deposits are at present enor- 
mously inflated, not by gold but by 
paper obligations of the Treasury. 
Surely, it would not be inflation to re- 
place this paper with gold. 


Existing bank reserves are largely 
fictitious, consisting as they do of de- 
posits (loans) at the Federal Reserve 


banks. To substitute gold for these 
credits could hardly be considered as 
inflationary, but the reverse. 

Federal Reserve notes are supported 
by a 40 per cent. gold reserve, but most 
of the remaining circulation, some one- 
half of it, lacks such support. The 
silver certificates are backed by silver 
bought at a fictitious price—a policy 
entirely defenseless. 

If, in addition to the Federal Reserve 
notes, gold certificates were put into 
circulation in place of Government 
paper “money,” the amount in hand-to- 
hand circulation, which would be large, 
would not inflate bank reserves. 

And if the Government went further 
and restored gold coinage, either for 
such hand-to-hand circulation as might 
be called for, or to be used in redemp- 
tion of gold certificates, and as bank 


reserves, the effect could not be -other 
than salutary. 

It may be displaying extreme credu- 
lity to expect that the course indicated 
will .be followed, since all indications 
of the Government’s monetary policy 
point in a contrary direction. But the 
time must come when a greater portion 
of our banking reserves will be real in- 
stead of fictitious, and when paper 
“money” will be supplanted by actual 
money—by gold. Finally, the day will 
dawn at last when it will be seen how 
stupid has been the policy of putting a 
fictitious price on gold, and running 
into debt to buy the metal and then 
burying it in the ground or sterilizing it. 

We have twelve billion dollars in 
gold. Why not use it? 
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N these times, when the equal dis- 
tribution of wealth is so much in 
fashion, and when it is rank heresy to 
say a word in defense of large accumu- 
lations of lucre, one risks the penalty of 
being immured in a bath of hot oil by 
defending such accumulations. But, up 
to the present moment at least, the free- 
dom of the press is unimpaired. 

The present occasion for reverting to 
this subject is found in the recent pass- 
ing of John D. Rockefeller, long re- 
puted as the country’s wealthiest man. 

At the outset it must be conceded 
that vast accretions of wealth in the 
hands of one person are not without 
danger to the community. Wealth so 
concentrated may be used to oppress 
labor, to defraud the public, and even 
to corrupt government. But an alert 
citizenry does not lack means of pre- 
venting and punishing such abuse of 
power. 

The point of real practical concern 
in the matter is this: Would the scatter- 
ing of wealth into numerous and many 
incompetent hands be of greater public 
benefit than its concentration into the 
hands of one person who would use it 
in the most practicable way it could 
be employed, and that is in the produc- 
tion of more wealth? If so used, the 
public could not fail to gain in the 
operation. 
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It will be said that great wealth can 
be squandered; but in that case the 
distribution would be achieved now 
favored by so many. As a rule, those 
who build up :large fortunes or who 
inherit them do not resort’ to squander- 
ing. They establish great philanthropic 
foundations at their decease, and while 
living continue to add to production— 
to increase the total wealth of the com- 
munity. And of this increase they can 
only partake, relatively, of a small 
share. The bulk of it must be used for 
again creating additional wealth and 
must go in an overwhelming propor- 
tion to the public benefit. 

Share the wealth has become a popu- 
lar slogan. But what is really wanted 
is not a splitting up of aggregated 
wealth and parcelling it out in the ratio 
of population, but an equitable dis- 
tribution of the production flowing from 
such wealth. 

If the large fortune of Henry Ford 
should be split up and divided among 
the 125,000,000 inhabitants of the 
United States, the people would find 


themselves in possession of a lot of 
tools, machinery and other physical 
property for which they would have 
little or no use, and whose sale value 


would be insignificant. Production of 
automobiles by the Ford plants would 
be at an end. If the Ford plants were 
capitalized at their full value, and the 
shares distributed among the people, so 
long as dividends on the shares con- 
tinued, the receivers of the dividends 
would be in receipt of additional 
wealth. But unless they put back into 
the Ford factories the major part of 
net earnings, as Mr. Ford has done, the 
production of low-priced automobiles 
could not be continued, and not im- 
probably production would cease al- 
together. 

In the case of the Ford plant, as in 
that of many other large concerns, it 
appears that the public are already 
sharing the wealth—sharing in its pro- 
duction, which is the thing desired. 

Large accumulations of capital are 
employed in the production of more 
wealth, the surplus that can be profit- 
ably so employed being devoted to 


philanthropic ends. Generally such 
gifts are wisely used for the public wel- 
fare (as may be confidently said of the 
donations of the late Mr. Rockefeller), 
although some of the foundations are 
not wholly convinced that their efforts 
to benefit mankind are not entirely 
without objectionable results. 

Just now it is popular for the Gov- 
ernment to distribute wealth by heavy 
income and inheritance taxes. But here 
again the question arises as to whether 
any good results from this policy. Left 
in the hands of its owners, such wealth 
would either be employed in augment- 
ing existing wealth, by increasing pro- 
duction, or the residue allocated to 
philanthropic purposes. That the for- 
mer end is essential to a wide distribu- 
tion of prosperity, few will deny. For 
before wealth can be distributed it must 
be produced, nor is there enough being 
produced at present to supply even the 
moderate requirements of our popu- 
lation. As to the employment of wealth 
for the benefit of the public, opinions 
will differ. Many believe that this sur- 
plus should go into the public funds to 
be used for the “general welfare.” 
Whether in the long run the man who 
accumulates a large fortune can dis- 
tribute it more wisely than can govern- 
ment, must remain a subject of contro- 
versy. It is surmised, however, that 
the trustees of the great fundations will 
administer their funds more economi- 
cally than governmental agencies. 

It would seem to be a wise policy 
for governments to do what they can 
to encourage the production of wealth. 
With increased production the general 
standard of living must inevitably rise. 
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AT the “value” of securities listed 

on the New York Stock Exchange de- 
clined to the extent of $4,500,000,000 
in a single month recently (a substantial 
recovery since having taken place), 
leads to a consideration of the causes 
of this sudden fall. The readiest ex- 
planation is that prices had advancéd 
too far, and that a decline was really 
overdue. This explanation rests on the 
view that the advance was to a consid- 
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erable extent purely speculative, and 
when the factors leading to speculation 
gave way to others of a reverse char- 
acter, a fall was inevitable. 

It is easy to account for causes that 
lead to speculative activity and to those 
that discourage it. But far less easy to 
explain why, from a sound investment 
standpoint, there had been any develop- 
ment which would justify any such re- 
cession in value as took place in a 
single month. In fact, from this stand- 
point the securities should have con- 
tinued to advance in price, since the in- 
dustries on which they were based were 
showing a decided gain in earning 
power. 

Directly bearing on this matter is the 
following, by Franklin Escher, a well- 
known financial authority, published in 
the Dresser & Escher Bulletin, New 
York: 


Application of ordinary business sense to 
the question of what stock to buy calls 
first and primarily, at least so it seems to 
us, for a clear understanding of what the 
earning power of the stock in question 
amounts to. Not, of course, just what the 
earning power of that stock happens at 
the moment to be, but what it has been 
in the past, what it is now, and what a 
reasonable expectation is that it will be 
in the future. 


Had there been an observance of this 
sound rule, the “value” of the secu- 
rities could hardly have declined by 
$4,500,000,000 in a single month. On 
the contrary, their value would have 
increased. 
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MPLETE and almost childlike con- 

fidence in legislation as the only 
agent of social. progress was expressed 
by President Roosevelt in his message 
to Congress urging the adoption of leg- 
islation to regulate hours and wages in 
industry. In his message the President 
said: 

The overwhelming majority of this nation 
has little patience with that small minority 
which vociferates today that prosperity has 
returned, that wages are good, that crop 
prices are high and that Government should 
take a holiday. 

The’ truth of the matter, of course, is 
that the exponents of the theory of private 


initiative as the cure for deep-seated na- 
tional ills want in most cases to improve 
the lot of mankind. But, well-intentioned 
as they may be, they fail for four evident 
reasons—first, they see the problem from 
the point of view of their own ‘business; 
second, they see the problem from the point 
of view of their own locality or region; 
third, they cannot act unanimously because 
they have no machinery for agreeing among 
themselves, and, finally, they have no power 
to bind the inevitable minority of chiselers 
within their own ranks. 

Though we may go far in admitting the 
innate decency of this small minority the 
whole story of our nation proves that so- 
cial progress has too often been fought by 
them. In actual practice it has been effec- 
tively advanced only by the passage of 
laws by state legislatures or the national 
Congress. 


That social progress “has been effec- 
tively advanced only by the passage of 
laws by state legislatures or the national 
Congress” is a novel and startling idea. 
Some benighted souls, until they were 
reminded to the contrary, were under 
the impression that a large amount of 
“social progress” had been effected by 
science, invention, education, by the 
various institutions of the country, and 
even by the family. Now they must 
realize that such a notion belongs to the 
horse-and-buggy era, and that such 
progress can be achieved only by legis- 
lation. 

With this belief imbedded in the 
mind of the President, who should won- 
der as to his desire for a subservient 
Supreme Court? Seeing, as evidently 
he does, that legislation is the sole 
means of achieving social progress, and 
confident in his own plans for such 
progress, why should he not be im- 
patient at any restraints? 

Rather curiously, there comes to hand, 
almost at the same time the President’s 
message was published, something of a 
different character. Writing in the 
South African Journal of Economics for 
March, F. J. van Biljon quotes the 
economist Marshall: “It seems almost as 
true now, as in former times, that the 
heavy hand of government tends to 
slacken progress in whatever it touches.” 
The author concludes his interesting and 
timely paper on “Doctrinal Aspects of 
State Interference” as follows: 
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In relegating to the state the function 
of harmonizing the economic interests of 
the individual and the group, it has been 
assumed hitherto that one may rest assured 
as to the favorable conclusion of the spe- 
cific acts of authoritarian interference 
which economic analysis may suggest. Un- 
fortunately, this assumption is only valid 
as a means of simplifying an analysis. 
Various considerations suggest that the 
cures, as attempted, may be worse than the 
afflictions. While there is no decisive rea- 
son to doubt that, in civilized countries, 
official probity is not at a discount (com- 
pared with business morality), the bureauc- 
racy, although in command of extensive re- 
‘sources and possessing much relevant data, 
cannot be suspected of being endowed with 
more acute prescience or with a more real- 
istic imagination than private undertakers; 
that state action at the instance of the bu- 
reaucracy has often been fundamentally at 
fault and a drag on the forces which impel 
progress and change is only too evident. 
Furthermore, while the acumen, energy and 
loyalty of leading civil servants is often 
considerable, officialdom, taken collectively, 
though certainly more punctilious, is a less 
efficient executive organ than the manage- 
rial side of private business. This conclu- 
sion is amply established by referring to 
the endless line of authority in civil serv- 
ices, resulting in an ingrained custom to 
pursue matters at a leisurely pace; by re- 
ferring also to the universal practice of 
nepotism by governing politicians and 
senior permanent officials alike; and, finally, 
to the obsolete method of remuneration, 
which, being inelastic both upward and 
downward, places a generous premium on 
dullards, and, as automatically, a restraint 
on individuals of excellence lacking in po- 
litical, marital or hereditary standing, or, 
ill-gifted with the more endearing type of 
social propensity. 


While these shortcomings are often 
avoided by the creation of ad hoc boards, 
technically immune .from pressure, com- 
posed of individuals of proved ability and 
initiative, and operating over a field not 
circumscribed—inconveniently and with un- 
economic results—by the limited jurisdic- 
tion attaching to political authorities, 
elaboration of that method results in a lack 
of unity and a pursuit of inconsistent poli- 
cies. It may be concluded that reform of 
the administrative personnel serving the 
state is a step of primary importance, and 
one in which outside advice would be very 
efficacious. Finally, statecraft has not yet 
developed a device which overcomes the 
problems arising from the situation when 
the state is both the source of law and the 
subject to be governed. The inducement 
to preserve its own undertakings at all 
costs by the exercise of its omnipotent 
power is, therefore, also uncontrolled. 


The significance of the concluding 
sentence can hardly escape attention. 


© 


BLIC relations are now uppermost 
in the minds of the country’s bank- 


ers—a subject that, in the past, has not, 


received the attention its importance de- 
serves. That the bankers are now very 
much exercised as to how they are re- 
garded by others may be seen from the 
serious view of the situation recently 
taken by the president of the New York 
State Bankers Association, who told the 
bankers that they were on trial, and 
added: “If the solutions to many basic 
financial problems have not been found 
before another major depression, we 
may see our chartered unit banking sys- 
tem entirely eliminated and, in response 
to the demands of the general public, 
Government ownership and operation 
substituted in its place.” Whether the 
banks can of their own motion effect 
this solution to many basic financial 
problems may be questioned. At best, 
the banks can only correct those condi- 
tions for whose responsibility they may 
be justly charged. Even here the task 
is not easy, for there are so many bank- 
ing systems and so many kinds of bank- 
ers. 

Banking is not, in competition with 
sports, the radio and the screen, a mat- 
ter of thrilling public interest. It is not 
easily dramatized. There is, manifestly, 
in it much that intimately affects human 
relations. But rarely does the banker 
have the gift of presenting these aspects 
of his calling in a popular and appeal- 
ing form. Very likely, the most prac- 
tical work in educating the people as 
to the public relations of banks will 
have to be done by those outside bank- 
ing. 

Where just grounds of criticism of the 
banks remain, they must, to the extent 
practicable, be removed. It is not 
enough for the banker to tell the people 
what a good boy he is. What he says 
about himself must square with what 
he does. His acts will always speak 
louder than his words. 

Much of the criticism of the banks 
rests on a distortion of the facts about 
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the business, It will be in the public 
interest to have the truth clearly pre- 
sented. 

In seeking to promote a better under- 
standing between the banks and the pub- 
lic at large, the bankers are pursuing 
a wise course. Earlier attention to this 
matter might have avoided much of the 
unjust reputation attaching to the banks 
by political misrepresentation. 


URING the present and coming 

weeks many bankers will be taking 
their usual summer vacations, or “on 
holiday,” as they say in London. For 
a time they will escape ‘the problems 
confronting them at their desks, and 
will be seeking rest and relaxation in 
various forms. They will be fortunate 
to be relieved of these official or cleri- 
cal duties; more fortunate still if their 
minds can be shunted into other ave- 
nues of contemplation—the beauties of 
the landscape, the temperature of the 
water for swimming, whether the fish 
are biting, the condition of the golf 
course, and other forms of idle diver- 
sion. In considering weighty matters 
like these they will find profit of a solid 
kind, but they should forget gold, silver, 
reserves, interest rates, and all the 
troublesome problems, whether of bank- 
ing or outside its realm, and merely loaf 
and invite their souls. Let them read 
what they will, but nothing of banking 
or finance. These subjects are for the 
bank, the closet, and for seasons of work 
and study. They may even cease to 
think, for as Caesar observed of Cas- 
sius, the man who thinks too much is 


dangerous. 
e @® 


HE executive committee of the Na- 

tional Association of Supervisors of 
State Banks has taken strong grounds 
against the extension of branch banking 
provided for in a bill pending in Con- 
gress. The resolution follows: 


Resolved: That the executive committee 
National Association of Supervisors of 


State Banks does hereby reiterate its posi- 
tion that the several states alone should 
determine the extent to which branch bank- 
ing, if any, should be permitted in such 
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states, whether such branch banking be by 
state banks, whether or not members of 
the Federal Reserve System, or by national 
banking associations; that the Congress of 
the United States vigorously and definitely 
defeat any measures now pending before 
it, or to be placed before it in the future, 
which measures seek to authorize branch 
banking without regard to state boundaries 
or within states in disregard of the laws 
of such states pertaining to the establish- 
ment of branches by state institutions; and 
that the Congress of the United States enact 
such legislation as will require that the es— 
tablishment of branches by national bank- 
ing associations be subject to all of the 
laws, rules, regulations, limitations, ap- 
provals and requirements which are pre- 
scribed by state law for the establishment 
of branches of whatever character by state 
institutions in the particular state. 


Should the extension of branch bank- 
ing be restricted as provided in this 
resolution, nation-wide branches, or 
those in trade areas traversing the bor- 
ders of a state, or branches in Federal 
Reserve districts, could not be estab- 
lished without the consent of the states 
concerned. Branch banking would thus 
be confined to those states authorizing 
it by law, as at present. 

If national banks were permitted to 
establish branches in defiance of state 
laws, they would provide serious com- 
petition with state banks, as in some 
cases the latter are not authorized to 
have branches—a situation that could 
be cured by alteration in the law per- 
mitting branches of the state institu- 
tions. 

So long as the Federal banking laws 
do not permit the establishment of 
branches of national banks except where 
branches of state banks are authorized 
by state laws, and while the states are 
disposed to limit the extension of branch 
banking, there can be no general widen- 
ing of the sphere of national branches 
into trade areas overlapping state lines 
or into Federal Reserve districts. It is 
to counteract the possibility of such ex- 
tension as provided in a pending bill 
that the executive committee of the 
supervisors of state banks have taken 
the position set forth in the above reso- 
lution. 

This recrudescence of the branch 
banking controversy may be attributed 
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to the introduction of a bill in the Sen- 
ate by Senator McAdoo of California 
to amend paragraph (c) of section 5155 
of the Revised Statutes, as amended, to 
read as follows: 


(c) A national banking association may, 
with the approval of the Comptroller of the 
Currency, establish and operate new 
branches at any place within the Federal 
Reserve district in which such association 
has its principal office: Provided, That no 
branch of any national banking association 
shall be established or operated in any state 
within any Federal] Reserve district unless 
at the time the laws of such state authorize 
the establishment and operation of branches 
of banks organized under the laws of such 
state. 


The real point in this bill is that it 
would, if enacted into law, permit na- 


tional banks to. cross state lines. From 
this standpoint it might be considered 
as the entering wedge to nation-wide 
branch banking. 

As to the respective merits of branch 
and unit banking, it would be difficult 
to say anything that has not been said 
many times already. One argument 
often advanced as to the superior 
safety of the branch of a big bank as 
compared to that of the small unit bank 
has been nullified by the insurance of 
bank deposits. But many other points 
in the controversy remain unchanged. 

If one may judge from the storm of 
protests against the McAdoo bill, the 
outlook for an immediate further exten- 
sion of branch banking appears cloudy. 


Banking Structure Healthy 


THE banking structure of the nation is 
in a healthy condition. Remarkable 


improvement has been shown since the 
banking holiday in March, 1933. The 
first bank call following the holiday 


was on June 30, 1933. At that time 
deposits in the 4902 national banks in 
operation amounted to $16,774,115,000. 
On March 31, 1937, the date of the 
most recent call, total deposits in the 
5311 active national banks aggregated 
$26,515,110,000. Figures from that 
call show a decrease of $1,093,287,000, 
or 3.96 per cent. in the deposits of 
national banks since the call on De- 
cember 31, 1936. However, compared 
with the call of a year ago, on March 
4, 1936, the deposits show an increase 
of $1,655,655,000, or 6.66 per cent. 
The report further shows an excess of 
reserves of $820,311,000. 

In view of the decrease in deposits, 
it is rather interesting to note that the 
loans and discounts have _ increased 
$201,876,000 since the December 31 
call, and that since the March call a 
year ago, they have increased $1,038,- 
340,000. The percentage of loans and 
discounts to total deposits on March 31, 
1937, was 31.94, compared with 29.94 


on December 31, 1936, and 29.89 on 
March 4, 1936. 

Investments in United States Govern- 
ment obligations decreased $520,329,- 
000 or 5.99 per cent since the Decem- 
ber call, but increased $379,246,000, or 
4.87 per cent. since March of last year. 

Surplus funds, undivided profits, re- 
serves for contingencies, and preferred 
stock retirement fund, increased $39,- 
136,000 during the quarter, and $231,- 
362,000 since the March 4, 1936, call.— 
J. F. T. O'Connor, Comptroller of the 
Currency. i 


LIMITING ECONOMIC FLUCTUA- 
TIONS 


THE causes of economic fluctuations are 
so numerous and so varied that no 
single agency could possibly control 
them all. We can, however, refrain 
from rocking the boat unnecessarily. We 
can do much to minimize the frequency 
of booms and deflations; we can refrain 
from the excesses which contribute to 
their severity; and we can begin by 
eliminating those factors which are con- 
tributing toward inflation and economic 
instability today——The Girard Letter. 





Will the United States Adopt a Gold 
Exclusion Policy ? 


By Dr. A. PHttip WooLrson 
Economist; Member of the New York Bar 


INCE November, 1936, when Presi- 

dent Roosevelt expressed concern 

over the abnormal inflow of foreign 
funds into the United States, various 
authorities have proposed solutions of 
the “hot money” problem. Some 
have suggested discriminatory taxation 
against foreign investors; others have 
suggested split prices for gold, namely, 
that the Treasury should buy gold lower 
by several dollars than the price at 
which it is sold; others have suggested 
more stringent regulation of the foreign 
exchange market; and still others have 
suggested a revaluation of the dollar 
upwards. 

In December, 1936, Secretary of the 
Treasury Morgenthau, concerned with 
the inflow of “hot money” as affecting 
our credit structure declared that: 


The Secretary of the Treasury, after con- 
ferring with the Board of Governors of 
the Federal Reserve System, announces that 
he proposes, whenever it is deemed advis- 
able in the public interest to do so, to take 
appropriate action with respect to new ad- 
ditional acquisitions or releases of gold by 
the Treasury Department. 

This will be accomplished by the sale of 
additional public debt obligations, the pro- 
ceeds of which will be used for the pur- 
chase of gold, and by the purchase or re- 
demption of outstanding obligations in the 
case of movements in the reverse direction. 


In the few months since the Treasury 
has adopted its gold sterilization policy, 
and for the period up to the middle of 
May of this year the amount of gold 
purchased and “sterilized” by the Treas- 
ury has amounted to over 600 million 
dollars. If the gold inflow should con- 
tinue at the rate obtaining since the 
Treasury’s gold sterilization policy was 
undertaken, the Treasury would find 
that by the end of this year the total 


gold purchased and sterilized would 
probably be in excess of one and one- 
quarter billion dollars. 

The only ways in which the Treasury 
can secure funds to be used in purchas- 
ing the gold that is to be sterilized are 
either through drawing on its working 
balance, or through new borrowing 
whether from the banks or from the 
public. Since the beginning of the gold 
sterilization policy the Treasury has 
found its working balance reduced to 
about 850 million dollars as of the mid- 
dle of April of this year, a level some- 
what below the billion dollar level 
which the Secretary of the Treasury had 
hoped to maintain. 

On April 15, 1937, the Treasury an- 
nounced the resumption of weekly sales 
of Treasury bills, ostensibly for the 
purpose of meeting a deficiency in the 
Treasury’s working balance caused by 
the failure of revenue to come up to 
expectations. It can be seen, with the 
outlook for a balanced budget still some 
distance away, that any borrowing of 
funds from the money market to finance 
gold purchases raises perplexing prob- 
lems. 


Volume of Bank Credit Affected 


It is of interest to summarize briefly 
the effects on the volume of outstand- 
ing bank credit, of the Treasury’s sales 
of Government securities to secure the 
funds necessitated by the gold steriliza- 
tion policy. The effects differ somewhat 
according to whether the Government 
securities are bought by the banks for 
their own account, or whether they are 
bought by those who have deposits! in 
the banks. 

When the commercial banks purchase 
new Government securities they draw a 
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check on their balances with the Fed- 
eral Reserve System to pay for the se- 
curities. As the gold comes in and is 
deposited with the commercial banks, 
their deposits are increased, their re- 
serve requirements are increased, and 
their balances at the Federal Reserve 
System are increased by the amount of 
the gold inflow; but as the commercial 
banks purchase new Government secu- 
rities from the Treasury, their balances 


In the light of prospective increases 
to the world’s monetary gold stocks 
over the next several years, the suc- 
cess and the continuance of the Treas- 
ury’s gold sterilization program would 
seem to depend principally upon the 
answers to four questions: 

(1) How much longer will the ex- 
patriation of home capital by Euro- 
peans continue? 

(2) How large will be the flow of 
dehoarded gold and of new world gold 
production into our market over the 
next few years? 

(3) How successfully will the tri- 
partite agreement be in pegging the 
leading exchange rates? 

(4) How successful will monetary 
management in leading countries be 
in preventing undue commodity price 
rises and disequilibria in international 
price relationships? 
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at the Federal Reserve System are drawn 
down to the extent of their purchases. 
If the commercial banking system pur- 
chases all the new Government secu- 
rities sold by the Treasury to sterilize 
incoming gold, the effect is to increase 
the commercial banking system’s Gov- 
ernment security holdings by _ the 
amount of the new gold inflow, to leave 
the aggregate of their reserye balances 
at the Federal Reserve System un- 
changed, but to increase the amount of 
reserves required to be held against the 
increase in deposits resulting from the 


gold inflow. 


However, the new Government secu- 
rities sold by the Treasury in its gold 
sterilization operations may be pur- 
chased, not by the commercial banks, 
but by those having deposits in the com- 
mercial banking system. The result 
here is that member bank reserve bal- 
ances at the Federal Reserve System are 
first increased by the amount of the 
gold imports; then as the depositor 
withdraws funds to pay the Treasury for 
the new securities, the member bank 
balances at the Federal Reserve are re- 
duced by the amount of the new Gov- 
ernment securities thus sold. But since 
the decline in the public’s deposits in 
the commercial banking system offsets 
the increase in the deposits by foreign- 
ers in our commercial banks, the ulti- 
mate effect is that member bank reserve 
requirements are not increased, but the 
gold inflow is effectively sterilized. ' 


Prominent Aspects of the Gold 
Buying Policy 


There are two aspects of our gold 
buying policy which merit considera- 
tion: (1) That which is concerned with 
the inflow of gold resulting from the 
expatriation of home capital by Euro- 
peans, and (2), that which is concerned 
primarily with the demand for dollar 
exchange resulting from the dehoarding 
of gold and from the pressure of new 
gold production on the world’s gold 
markets. 

How large has been the net capital 
movement between the United States 
and foreign countries is indicated by 
our balance of payment figures for the 
period from January 2, 1935, to De- 
cember 31, 1936. 

For this period the total net inflow 
of foreign funds to our markets 
amounted to 2607 million dollars. The 
largest items in this total were the net 
foreign purchase of American and for- 
eign securities in our markets of 1230 
million dollars and the increase in 
American short-term banking liabilities 
to foreigners of 1360 million dollars. 
It probably is true to state that the 
most important factor in this large in- 
crease in foreign claims against us 
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represents the flow of funds for invest- 
ment in our markets because of uncer- 
tainties abroad or because of the more 
favorable profit possibilities in our 
markets. 

It is, however, a serious question to 
what degree the same factors are re- 
sponsible for the continued substantial 
gold inflow into the United States in 
recent months. It is impossible to know 
whether the sharp rise in world com- 


Russian GoLp PRODUCTION 
(Thousands of ounces of fine gold) 


modity price levels may have caused 
gold to be dumped on our markets be- 
cause of a fear that the value of gold 
will depreciate internationally through 


a continued world-wide sharp increase 
in commodity prices. 

On the other hand, the emphasis that 
has been placed by the Administration 
upon the necessity for the development 
of controls over the flow of so called 
“hot money” to our markets, and the 
apparent failure up to the present of 
the development of any effective con- 
trol measures, have led to a widespread 
belief, particularly in foreign money 
centers, that the Administration will ul- 
timately be compelled to revalue the 
dollar upwards, or to limit its gold pur- 
chases at the price of $35 an ounce to 
newly-mined American gold. Particu- 
larly in recent weeks the opinion has 
come to be generally held that the 
United States will not continue indefi- 
nitely as practically the only outright 
buyer of gold in the world at current 
prices. It is understandable that this 
fear itself may have influenced those 
who have been hoarding gold in foreign 
centers to rush their gold to the market 
before such policies become effective. 

It can readily be understood that the 
rising commodity price level means that 


the value of gold in terms of commod- 
ities will depreciate. If commodity 
prices should rise sharply, the purchas- 
ing power of gold held by those hoard- 
ing will necessarily depreciate. If fear 
of an anticipated sharp rise in com- 
modity prices should become wide- 
spread, it would seem inevitable that 
there should result a sudden and con- 
tinued rush of this hoarded gold to 


market. 


Increasing Supplies of New Gold 


In addition to gold dehoarding, the 
world is being faced with the possibility 
of continually increasing supplies of 
new gold, particularly from Russia and 
South Africa. It is now recognized that 
the devaluation of the dollar: and its 
effect on the price of gold has resulted 
in an astonishing impetus to the pro- 
duction of gold throughout the world. 
Particularly the prospect of a large in- 
flux of Russian gold, both currently 
produced gold and gold produced in 
the past few years, has resulted in an 
understandable uncertainty as to the 
effect upon the price of gold of such 
pressure on the gold market. When to 
these factors is added the fact that the 
principal money centers have already 
impounded an extraordinary volume of 
gold in the form of stabilization funds, 
and are refraining in important measure 
from using increases in their gold stocks 
to form a base for currency and credit 
expansion, it becomes increasingly ob- 
vious why the fear has arisen lest, 
sooner or later, the United States adopt 
a policy to exclude or limit gold in- 
flows into our markets. 

In this connection the statistics indi- 
cating the astonishing increase in the 
world’s gold production are of decided 
interest. Since 1929 the world output 
of gold has risen by more than 50 per 
cent., and by almost 200 per cent. if 
valued in currencies which have depre- 
ciated by 40 per cent. See the accom- 
panying table. 

At $20.67 an ounce the value of world 
gold production for 1929 was 407 mil- 
lion dollars; at $35 an ounce the value 
of world gold production for 1936 was 
1222 million dollars. 
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Wortp Gotp PRODUCTION 
(Thousands of ounces of fine gold) 


The marked increase in Russian gold 
production is indicated in the accom- 
panying table. Since 1929 Russia has 
come to occupy a position second only 
to South Africa in the volume of its 
gold output, and is currently producing 
gold at a rate in excess of the combined 
gold production of Canada and the 
United States. 


It can readily be understood that 
the rising commodity price level 
means that the value of gold in terms 
of commodities will depreciate. If 
commodity prices should rise sharply, 
the purchasing power of gold held by 
those hoarding will necessarily de- 
preciate. If fear of an anticipated 
sharp rise in commodity prices should 
become widespread, it would seem 
inevitable that there should result a 
sudden and continued rush of this 
hoarded gold to market. 


At $20.67 an ounce the value of Rus- 
sian gold production in 1929 was 22 
million dollars;. at $35 an ounce the 
value of Russian gold production for 
1936 was 285 million dollars. 


As an index of the outlook for world 
gold production over the next five years 
are the estimates by the Chief of the 
Soviet Trust that by 1940 Russian pro- 
duction would reach the present level 
of the Union of South Africa that is, 
between ten and eleven million ounces; 
and the estimate by the Union Corpora- 
tion of South Africa that production in 


the Union of South Africa should stead- 
ily expand and may possibly approach 
the fifteen million ounce mark within 
the next five years. It is not at all 
surprising then that in the March, 1936, 
annual report of the Bank for Inter- 
national Settlements, the statement is 
made that “the current supply of gold 
from the mines is already so large and 
holds out such a prospect of further in- 
creases, that within a short time the 
world may be faced, not with scarcity 
but with an abundance of gold greater 
than has ever before been experienced.” 
In addition to the substantial addi- 
tions to world gold monetary stocks 
that can be expected from gold produc- 
tion over the next several years, is the 
possibility of further substantial in- 
creases to available monetary stocks as 
a result of gold dehoarding. How much 
gold is now hoarded, outside of the 
various stabilization funds, is not defi- 
nitely known. Very rough estimates 
range up to one and one-half billion 
dollars. Nor can any estimate be made 
of how much gold, if any, will be de- 
hoarded by India, if the price of gold 
continues to be $35 an ounce. 


The Gold Sterilization Plan 


In the light of prospective increases 
to the world’s monetary gold stocks 
over the next several years, the success 
and the continuance of the Treasury’s 
gold sterilization program would seem 
to depend principally upon the answers 
to four questions: 


(1) How much longer will the ex- 
patriation of home capital by Euro- 
peans continue? 


(2) How large will be the flow of 
dehoarded gold and of new world gold 
production into our market over the 
next few years? 


(3) How successfully will the tripar- 
tite agreement be in pegging the lead- 
ing exchange rates? 


(4) How successful will monetary 
management in leading countries be in 
preventing undue commodity price rises 
and disequilibria in international price 
relationships? 








THE NATIONAL CITY BANK 
OF NEW YORK 
Head Office - 55 WALL STREET - New York 


Condensed Statement of Condition as of June 30, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers $ 549,793,277.03 
United States Government Obligations (Direct or Fully 

Guaranteed) 419,401,464.82 
State and Municipal Bonds 92,891,746.00 
Other Bonds and Securities 140,441,108.95 
Loans, Discounts and Bankers’ Acceptances 710,217,081.27 
Customers’ Liability Account of Acceptances 23,909,693.07 
Stock in Federal Reserve Bank.... 3,637,500.00 
Ownership of International Banking Corporation 8,000,000.00 
Bank Premises 51,130,151.77 
Other Assets 6,747,193.61 


$2,006,169,216.52 


$1,807,822,047.23 
Liability as Acceptor, Endorser or Maker 
on Acceptances and Bills $58,968,961.89 
Less: Own Acceptances in Portfolio. . 14,542,762.99 44,426,198.90 
Items in Transit with Branches 5,046,056.38 
Reserves for: 
Unearned Discount and Other Unearned Income 4,966,139.00 
Interest, Taxes and Other Accrued Expenses 6,308,193.86 
Dividend 2,604,000.00 
$77,500,000.00 
43,750,000.00 
13,746,581.15 134,996,581.15 


$2,006,169,216.52 


Figures of Foreign Branches are as of June 25, 1937. 


Securities carried at $105,247,848.45 in the foregoing statement, consisting of $73,481,- 
216.32 of United States Government Obligations, $18,913,391.52 of State and Municipal 
Bonds, and $12,853,240.61 of Other Bonds and Securities, are deposited to secure 
$79,730,626.93 of Public and Trust Deposits, and for other purposes required by law: 


(Member Federal Deposit Insurance Corporation) 
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In the years following the breakdown 
of the international gold standard the 
idea began to be generally held that 
there were certain “rules of the game,” 
which countries operating on the gold 
standard had to observe if the gold 
standard were to continue to operate 
successfully, and that it was the lack of 
observance by the principal gold stand- 
ard countries of these “rules of the 
game” which was responsible for the 
breakdown of the international gold 
standard. 

These “rules of the game” involved 
primarily two ideas. 

1. That a country on the gold stand- 
ard receiving a net balance of gold on 
its balance of payments account would 
allow such gold imports to form part 
of the credit base and permit an in- 
crease in the general commodity price 
level. 

2. That a country losing gold on its 
balance of payments accounts would 
take steps to correct the situation result- 
ing in such net gold loss; in other 
words, the monetary authorities would 
increase central bank discount rates, re- 
strict loans to foreign countries, and 
allow such gold losses to result in a 
commodity price decline. 

In essence the “rules of the game” 
involved the theory that there was an 
equilibrium in international trade and 
price relationships which to a degree 
had to be maintained if exchange rates 
were to be kept in equilibrium and the 
international gold standard maintained. 

In the pre-1929 period the “rules of 
the game” were not fully observed by 
countries operating on the gold stand- 
ard. Our monetary authorities in the 
pre-1929 period did not permit gold 
inflows to have the full influence on our 
commodity price level which the mone- 
tary theorists assumed to be essential 
for the maintenance of international 
price equilibria. It is probably true 
that the extensive foreign loans which 
our nationals made in this period con- 
tributed to preventing a collapse of the 
international gold standard and the in- 
ternational price level structure much 
earlier than 1929. Probably the out- 
standing feature of the pre-1929 period 


was the failure of orthodox central 
bank monetary policies to prevent the 
excessive outflow of funds from foreign 
money centers for investment, specula- 
tion, or deposit in our markets. 

What then are the “rules of the 
game” under present conditions if the 
United States is not to be forced to 
adopt a policy of excluding or limiting 
the gold inflow? 

So far as the gold inflow is due to 
the expatriation of home capital by 
Europeans, the “rules of the game” 
make necessary an equal sharing of re- 
sponsibility by England and France. 
Since an important portion of the gold 
imports over the past two years repre- 
sents the pressure of foreign funds for 
investment in our securities, it is essen- 
tial that England and France take effec- 
tive steps to prevent an undue outflow 
of savings of their nationals to our 
markets. 

Great Britain apparently has taken 
some measures to restrict the flow of 
British funds to our markets. France 
has apparently taken no positive steps 
to prevent such outflow. It can be read- 
ily understood that so long as an ap- 
parently unstabilized political and 
budgetary situation continues to prevail 
in France that no adequate measures 
can be taken to remove the fear of 
French or other investors as to the se- 
curity of their investments in France. 
It is part of the international problem 
that adequate measures be taken in- 
ternally in France to induce their own 
nationals to make investments in 
France and to encourage a substantial 
repatriation of French funds from for- 
eign centers. 

So far as the gold inflow is due to 
the pressure of new gold production 
and dehoarded gold on the world’s 
markets, the “rules of the game” neces- 
sitate that Great Britain, France and 
the United States come to an agreement 
as to what proportion of the world’s 
dehoarded gold and of the world’s new 
gold production will be bought up by 
each. It is of course entirely unneces- 
sary for the United States to put itself 
in the position where it must buy all 
the gold that finds its way into the 
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world’s money markets. If the British 
and French equalization funds would 
assume part of the responsibility of 
“mopping up” these new gold supplies, 
the fear that the United States would 
revise the price of gold would un- 
doubtedly diminish. 

The “rules of the game” further re- 
quire that if the tripartite agreement to 
maintain a relatively stable level of ex- 
change rates between the various coun- 
tries is to be successful, that a degree 
of successful monetary management in 
preventing excessive credit expansion 
and undue commodity price rises be 
attained. The desire on the part of 
England, France, and the United States 
to maintain relatively low long-term 
money rates as a necessary inducement 
for the continuance of business recovery 
and reémployment, and as an essential 
for the financing of budgetary require- 
ments, both of new and refunding is- 
sues, make it necessary that sterilization 
of gold be a codperative job for the 
leading financial centers of the world, 
certainly until international political 
and economic conditions result in a 
more equitable redistribution of the 
world’s monetary gold stocks. 

It is of course impossible to know 
how effectively the solutions to the 
questions posited in the above discus- 
sion will work themselves out. It should 
be noted however that there are no 
developments as yet in our gold steri- 
lization program that necessitate any 
reduction in the price of gold, or that 
require formulating a policy to exclude 
or even to limit gold imports. The 
reasons for this conclusion are in brief 
as follow: 

1. The Treasury can issue gold cer- 
tificates to the Federal Reserve banks 
to the amount of sterilized gold held 
by the Treasury, and the Treasury 
would in turn receive Government secu- 
rities from the Federal Reserve System, 
which could be retired. The gold would 
thus continue to be sterilized, so far as 
commercial bank credit expansion is 
concerned, and the public debt would 
be reduced by the amount of the pre- 
vious increase required to finance gold 
purchases. 


2. Or the Federal Reserve System can 
continue to purchase Government secu- 
rities in the open market and up to the 
amount of gold that is sterilized. As 
the Treasury sells Treasury bills to ob- 
tain the funds to finance gold purchases, 
the Federal Reserve System, because of 
its excess gold reserve position, can 
continue to purchase long-term Govern- 
ment. securities in the open market. 
When the time comes, the Treasury can 
deposit the gold (in the form of gold 
certificates) with the Federal Reserve 
System in exchange for the Government 
securities that the Federal Reserve Sys- 
tem has bought. The result then will 
he simply that the Treasury has sold 
Treasury bills to acquire the funds to 
purchase the gold, and has used the 
gold to purchase the Government secu- 
rities bought by the Federal Reserve 
System to support the Government se- 
curity market at a time when the com- 
mercial banking system was liquidating 
its holdings. There is of course a limit 
to the volume of transactions that our 
monetary authorities may be willing to 
carry out in this manner. If, however, 
the Treasury should decide not to pur- 
chase the Government securities from 
the Federal Reserve, it may leave the 
funds on deposit at the Federal, to be 
used to meet the various Governmental 
expenditures required for unemploy- 
ment relief, etc. 

3. The policy of our monetary man- 
agement authorities, which aims at the 
maintenance of relatively low long-term 
money rates, and the desire of the 
larger commercial banks to maintain a 
safe margin of excess reserves, seem to 
indicate that a volume of member bank 
excess reserves of about $750 million 
may continue to be outstanding over 
the next several years without detri- 
mental effects to business or monetary 
stability. Since an increase in com- 
mercial loan requirements over the next 
several years may make advisable a 
reversal of the Treasury’s gold steri- 
lization policy if long-term money rates 
are not to rise, any drastic change in 
the American gold policy in the near 
future would seem to be inadvisable. 
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Miriam's the Berries 


Case History of a Bank Forgery 
That Didn't Quite Come Off 


By Dr. Francis LEo GOLDEN 


IRIAM looked first at Mr. Smath- 
ers, president of the bank, and 
then she smiled at the detective. 

“Sure I know who cashed that draft 
through my window.” 

“Then, sister, you’d better spill the 
dope.” The detective stood over her 
menacingly. 

Miriam giggled. And when Miriam 
giggled . . . she made a sap out of 
Joshua. He only caused the sun to 
stand still. Miriam’s giggle stopped all 
traffic. Planets and stars hung in sus- 
pension. The whole world was pro- 
pelled into the next century. The 
giggle even annoyed the detective. 

“Why ... it was Mr. Goumi Berry.” 
There was exultancy in Miriam’s tone. 

“Who?” chorused the banker and 
the detective. 

Mr. Smathers gazed at Miriam quiz- 
zically. “My child, you have been 
with the bank ten years. We regard 
you highly . . . otherwise . . . you 
would not now be the paying teller. 
Can’t you understand your predica- 
ment? The bank has lost $5000 be- 
cause you paid out a draft to a man 
who used a forged signature.” 

“Yeah, I know all about that, Mr. 
Smathers. It was Mr. Goumi Berry.” 

The detective leaped forward and 
twisted her wrist. “Listen, kid, talk 
sense or...” 

Miriam’s lower lip trembled. “Now 
you're just being mean. If you were 
there I would have made you Johnny 
Cackleberry.” 

“Cackleberry . . . Goumi Berry? 
Miriam, what is all this about?” 

Miriam sighed. “If you'll all keep 
quiet, maybe I can explain.” 

“It'll have to be good, sister.” 
detective leered at her. 


The 


“At our party last evening,” ex- 
plained Miriam, “it was Berry Night.” 

“Berry Night?” 

“Yes. Next week we are going to 
have an Ice Cream Night. I’m to go 
as Pistachio. Green is so becoming to 
me. And two weeks ago it was Magi- 
cian’s Night . . . and since then I can 
do the cutest card tricks! Has anyone 
got a half-dollar? I can make it dis- 
appear.” 

“Get going with your story,” snarled 
the detective, “this bird’s had an hour’s 
start on us.” 

“You see... Berry Night was 
Nora’s idea. Nora’s my girl friend. 
She works in a dental office on Market 
Street. If you want your teeth cleaned, 
Nora’ll get them done for a dollar. 
Most dental offices charge two .. .” 

“Miriam, please ... the particu- 
lars.” 

“Yes, Mr. Smathers,” Miriam beamed 
on the old man. “Well, as I was say- 
ing before I was so rudely interrupted, 
Nora arranged for a Berry Night. Jim 
Tomes, who is always so depressed . . . 
well . . . he came as a Blueberry. Cute, 
eh? And Mabel Homen .. . she’s a 
grass widow ...came as a Straw- 
berry. Such fun.” 

The detective sneered. “Yeah, and I 
suppose if Hailie Selassie came there 
. . » he would have been a Blackberry.” 

Miriam was hurt. Her eyes drooped 
downward. “You're not a bit inter- 
ested,” she said. 

The detective sprang from the chair. 
“Not interested? Listen, sister, some 
slick crook has copped five grand from 
this bank, see? And it looks as if you’re 
IT .. . and if you are, it will not be 
BERRY... it will b BUR Y. 
Get me? Now, tell us more about this 
dippy party.” 

17 
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Miriam raised her nose above the de- 
tective’s bristling pompadour. “Then 
Joe Finn brought along a friend. He 
was a stranger to all of us. And he 
had no Berry designation. So I gave 
him one.” 

Miriam giggled again. They had to 
wait until the paroxysm subsided. “Of 
course . . . Joe was Huckleberry Finn 
... you might have surmised that 
. . . but the new man was my discov- 
ery. I made him Mr. Goumi Berry.” 

“Goumi Berry?” asked Mr. Smathers. 
“What is a Goumi Berry?” 

“The Elaeagnus species. But then, 
Mr. Smathers, perhaps you’re not up 
on your berries. The Goumi Berry is 
imported from Japan. I was able to 
get some over in the Japanese Colony.” 

“What next, Miriam?” 

“Mr. Goumi Berry made a play for 
me when he heard I had such a respon- 
sible position in the bank. Said he was 
from North Carolina... only he 


didn’t pronounce it No’th Cah-lina, as 
a cultured Southerner would have.” 
“Now you're giving us something to 


work on,” sneered the detective. 

“T had asked him what part of North 
Carolina, and he had said Raleigh. So 
I says .. . ‘Raleigh? Then you must 
know Jud Kelton of the Third National 
Bank.’ And Mr. Goumi Berry replies, 
‘Sure. Jud and I are old friends.’ ” 

The detective cut in. “What’s strange 
about that?” 

Again Miriam giggled. “There is no 
Third National Bank in Raleigh.” 

“Maybe this Jud Kelton works in an- 
other bank,” insisted the detective. 

Miriam giggled some more. “There 
is no Jud Kelton in Raleigh. That’s 
my brother-in-law’s name. See, I even 
fooled you . . . Mr. Gooseberry.” 

Mr. Smathers was impatient. “Come, 
come, Miriam, we are trifling.” 

“Naturally, I suspected the stranger 
. . . the way he was lying. So I pro- 
posed we eat the Berry we were sup- 
posed to be. Those who came as Dew- 
berries or Wineberries or Mayberries, 
had*to eat Dewberries, Wineberries, or 
Mayberries.” 

“Listen, Mr. Smathers,” suggested the 
detective, “let’s end this crazy business 


right now. Let me take this dame down 
to Headquarters. Ill make her talk 
- +. sense.” 

Mr. Smathers waved him aside. “Go 
on, Miriam.” 

“So my Mr. Goumi Berry didn’t like 
it a bit when I made him guzzle a hand- 
ful. Oh, Mr. Smathers, you should have 
seen his face. The Goumi Berry is so 
astringent . . . it’s like swallowing a 
tablespoonful of alum. They’re pink- 
ish-red and ovalized, somewhat. No- 
body can really eat them . . . they’re 
so bitter and puckery . .. and that’s 
not all, Mr. Smathers.” 

“No?” 

“Oh, no. It does lots of things to 
you. Were you ever sea-sick, Mr. 
Smathers?” 

“Certainly.” 

“That’s why I cashed the draft for 
him. I knew he had swallowed the 
Goumi Berries.” 

Mr. Smathers tried to follow her. 
More to himself he mumbled... 
“swallowed ...Goumi_ Berries . . . 
sea-sickness . . . cashed . . . draft.” 

“I’m wising up to this now,” said 
the detective. “Let’s have a description 
of this guy, sister. We'll go after him 
before he has had a chance to spend 
the dough.” 

“Oh ... he couldn’t get very far 

. even if he did have the money,” 
said Miriam. 

“Even if he . .. you mean... he 
hasn’t got the money?” Mr. Smathers 
rose from his seat. 

The detective shook Miriam’s arm. 
“He ... what? Didn’t you admit to 
me, sister, that you counted out five 
thousand dollars and placed it in an 
envelope for this man... and it’s 
now an hour since the forgery was dis- 
covered?” 

“He never had the money, Mr. 
Smathers.” 

“Mr. Smathers,” pleaded the detec- 
tive, “let me biff this dame one on the 
jaw. I'll get the truth out of her. First 
she gives this . . . this Goumi Berry 
the five grand . . . and now she says 
she didn’t give it to him.” 

“Why get excited?” suggested 
Miriam. “Don’t you recall that we had 
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“We started an analysis of our bank 
(which we had been wanting to do for 
some time) and after discussing it with 
some of my associates we felt that your 
formula is the best that we have been 
able to procure and because of the sim- 
plicity and the fullness with which all of 
the details were covered we decided to 
follow the outline given in your book.” 


L, W. BISHOP, Comptroller, 


State-Planters Bank & Trust Co., 
Richmond, Va. 


HOW 
TO OBTAIN 
BANK COSTS 


By 
E. S. WOOLLEY 
With a Foreword by 


CARL K. WITHERS 


Commissioner of Banking 
State of New Jersey 


Here at last is a book which will enable 
you to analyze your bank by a method 
which is both simple and complete. Here 
is described in minute detail and with a 
wealth of illustrations a simple method for 
obtaining bank costs and for installing a 
system of bank cost accounting as an aid 
to effective management. 


That this book covers its field and fills a 
long-felt want is demonstrated by the fore- 
word by Carl K. Withers Commissioner of 
——— and Insurance of the State of New 

ersey. 


Your name and address on the coupon 
below will bring this book to your desk 
on 5 days’ approval. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


You may send ‘me on approval a ce 
Ban! 


of “How to Obtain k Costs” by E. 8. 
Woolley. At the end of 5 days I will 
either remit $5 or return the book. 


a Magician’s Night last month? That's 
where I learned how to do all those 
cute card tricks. Remember? And how 
to hide a half-dollar . . . and . . .” 

“Yes, yes... goon...” 

“Well, we used stage money at the 
Magician’s Party and since then I’ve 
kept a bundle of it in my drawer. I 
switched envelopes on Mr. Goumi Berry. 
Wasn’t that thoughtful of me?” 

The detective peered at Miriam. “Why 

oe Be Me ee 

“And if you're still interested in 
catching him . . . all you have to do 
is to go over to the Capitol Hotel. 
You'll find him in his room.” 

“How do you know? He’s had an 
hour’s start.” 

Miriam blushed. “Oh, Mr. Smathers 

. please don’t ever eat any Goumi 
Berries. You couldn’t leave town for 
several days at least.” 

The detective smiled. “Say, Mr. 
Smathers, this dame ain’t so dumb as 
she looks. Listen, sister, the next time 
you play that Berry game, let me know. 
I may want to come over myself.” 

“Oh, please do,” said Miriam. “1 
would just love to give you the Razz- 
berry.” 
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INTERNATIONAL BANKING 
CONGRESS 


THERE will be held at Paris, October 
4-11, an international congress relating 
to the science and practice of banking. 
The meeting will be under the patron- 
age of the Minister of Finance, and will 
have the codperation of the Bank of 
France and of leading French banking 
organizations. The program includes a 
number of subjects of interest to bank- 
ers, and especially to those concerned 
in the international phase of bank op- 
erations. 

As the congress meets during the In- 
ternational Exposition, it will afford 
those who attend the congress of an op- 
portunity of visiting the exposition also. 

Particulars of the meeting are obtain- 
able from Secrétariat Général du Con- 


grés, 14 Rue d’l’Abbé de l’Epeé, Paris, 





Savings Banks Should Pay Uniform Rates 


By Georce J. BAsseETT 
President, Connecticut Savings Bank, New Haven, Conn. 


N looking over figures recently pub- 

lished, it is interesting to note that 

the rates of dividends paid by our 
mutual savings banks throughout the 
country fall almost equally into three 
classes: 34 per cent. paying 2 per cent.; 
27 per cent. paying at 214 per cent. 
and 38 per cent. at 3 per cent. with only 
seven banks out of 552 paying at any 
other rate, and those only because they 
differentiate between large and small 
deposits. These figures, I believe, show 
a tendency throughout the country to- 
ward uniformity of rates. 

This uniformity of rates, if analyzed, 
would undoubtedly show that those in 
the lower brackets are due to the regu- 
lation of state authorities, whereas those 
in the higher brackets are due to agree- 
ments more or less local in their char- 
acter. It is only within the last few 
years that dividend rates have been ac- 
tually controlled by the supervising 
authorities, even though maximum rates 
have sometimes been determined by 
statute. On the other hand, banks in 
various communities have determined 
upon uniform rates applying to the 
banks in their own group. This, of 
course, has been highly desirable as any 
competition in rates is sure to work 
hardship on the weaker banks and if 
carried too far would end in disaster. 

We have seen during the last few 
years examples of banks in certain com- 
munities—not always savings banks— 
offering high interest or dividend rates 
in the hope of attracting larger de- 
posits. In many cases this has resulted 
in such deposits being invested in sec- 
ond grade securities and in more than 
one case has caused the failure or re- 
organization of the bank. 

Tragedies of this kind would prob- 
ably have been prevented if the compet- 
ing banks had agreed upon uniform 


Condensed from a recent address. 
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rates on a basis which could have been 
maintained without lowering the grade 
of security in which the deposits were 
invested. 

Our mutual savings banks can and 
should maintain uniform dividend rates 
on deposits and such rates can and 
should be somewhat in excess of the 
rates paid by commercial banks in their 
savings departments. 


‘‘In any movement towards estab- 
lishing uniformity of rates, it is 
highly important that the status of 
the smaller and weaker banks be given 
full consideration. It is to the inter- 
est of the larger and stronger institu- 
tions that all our savings banks, no 
matter how small they are, maintain 
a strong position in their various com- 
munities. The failure of one small 
bank would bring discredit upon the 
mutual savings bank system as a 
whole and every effort should be made 
to enable even the smallest institution 
to pay its dividends and to lay up 
something in its surplus and reserve 
funds.’’ 


As we all know, the banks in the 
Federal Reserve System must abide by 
certain regulations as to the rate of in- 
terest which they can pay on time or 
savings deposits, and as a general rule, 
the state commercial banks not in the 
Federal system conform to the same 
rates. As far as Connecticut is con- 
cerned, I believe at the present time 
that savings banks are paying from 
14 per cent. to 1 per cent. more than 
our commercial banks are in their sav- 
ings departments. 

If our savings banks are well man- 
aged—and I believe most of them are— 
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we should be able to earn on our 
invested funds at least as large an in- 
come as would be earned in the compet- 
ing commercial banks. As a matter of 
fact, the investments of savings depart- 
ment funds in the state banks in Con- 
necticut are subject to the same limita- 
tions as those in our mutual savings 
banks. Therefore with us it becomes a 
matter of management and certainly 
with the long investment experience 
that our officers have had, we should 
be able to get as satisfactory returns as 
with those in commercial banks. 

But there are some favorable factors 
in mutual savings banks which should 
enable us to distribute more income to 
our depositors than do the commercial 
banks. First and foremost, is the fact 


that we have no stockholders to con- 
sider. In a commercial bank, of course, 
the stockholders are entitled to a fair 
return on their investment, and _ this 
must, necessarily, be taken into account 
when the rate of interest on savings and 
time deposits is determined. In a com- 


parison of the two types of institutions 
the stockholders’ interest in a commer- 
cial bank is represented by the excess 
of assets over deposits, whereas in a 
mutual savings bank such excess of as- 
sets, although technically belonging to 
the depositors, does not share in any 
distribution of earnings. Therefore the 
earnings on our surplus funds can 
properly be distributed to our deposi- 
tors as part of their regular dividends. 

Furthermore, the fact that we are not 
subject to reserve requirements should 
work in our favor, and of course, in 
those states where the mutual savings 
banks are not allowed to come under 
the Federal Deposit Insurance Corpora- 
tion, there is the added saving of the 
F. D. I. C. assessment. 

It would be almost impossible to ar- 
rive at comparative costs of operations, 
especially as the commercial banks do 
not always allocate the expenses of 
their savings departments from those 
of their commercial departments. I 
have the feeling, however, that as a 
rule mutual savings banks are operated 
at a lower cost per hundred dollars of 


deposits than are the savings depart- 
ments of commercial banks. In Con- 
necticut the average expense including 
salaries is about sixty cents per hun- 
dred. 

Taking all these facts into considera- 
tion, it is quite reasonable to suppose 
that mutual savings banks should be 
able to maintain in their distribution to 
their depositors a differential of:at least 
Y% of 1 per cent. over the interest rates 
paid on savings accounts by the com- 
mercial banks. 

There is still a considerable lack of 
uniformity in the rates paid by our 
banks throughout the country, partly 
due, as I have said before, to regula- 
tions by supervising authorities. In 
some cases I believe the rates are too 
low, and in some cases, too high. A 
reasonable rate, I believe, would ap- 
proximate or slightly exceed the return 
on. long-time Government or high-grade 
corporation bonds. Our banks have, on 
an average, about half of their assets 
in such securities and the remaining 
half is invested in loans on real estate. 
These loans during the last few years 
have not shown a very large return, 
but when we consider the average re- 
turn over a period of ten or twenty 
years, such mortgage loans have prob- 
ably netted a better income than any 
other form of securities. The great dif- 
ficulty in the past has been that most 
of the income in periods of prosperity 
was paid out in the form of dividends, 
and not enough attention was paid to 
the possibility of reduced income from 
this source later on. 

I believe we have all learned the 
lesson that investments in mortgage 
loans must be watched as closely as in- 
vestments in other forms of securities, 
and that through amortization of loans, 
or through reserves set up for possible 
losses, such losses as we have sustained 
through the last few years can be 


avoided. 


In order however that this may be 
accomplished, it is quite essential that 
uniform rates throughout certain sections 
should be established and ‘competition 
in rates eliminated. In some eases these 
would be established by the supervis- 
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ing authorities, but it seems to me far 
more desirable if they can be estab- 
lished by the codperation of the banks 
themselves with the various govern- 
mental departments. This, I believe, is 
possible, for my own experience leads 
me to believe that banking departments 
as a rule desire to codperate with the 
banks under their supervision in every 
method which will insure strong and 
well-managed banks that through such 
institutions the public interest may be 
protected. 

In any movement towards establish- 
ing uniformity of rates, it is highly im- 
portant that the status of the smaller 
and weaker banks be given full con- 
sideration. It is to the interest of the 
larger and stronger institutions that all 
our savings banks, no matter how small 
they are, maintain a strong position in 
their various communities. The failure 
of one small bank would bring dis- 
credit upon the mutual savings bank 
system as a whole and every effort 


should be made to enable even the 
smallest institution to pay its dividends 
and lay up something in its surplus 
and reserve funds. 

On the other hand, care should be 
taken if possible that dividend rates 
are not so low as to drive away de- 
posits, especially those of the small de- 
positor. There are times, of course, 
when the earning power of money is at 
a minimum, but such periods do not 
last forever, and during years of larger 
returns we should be able to accumu- 
late surplus and reserves which would 
make it unnecessary to drop too low on 
dividend rates during the periods of low 
money rates. Agreements for uniform 
minimum and maximum rates should 
make this possible. 

Our national and state associations 
have accomplished much in keeping our 
banks informed of these problems as 
they come to the front and have been 
of great help in pointing out the proper 
solutions. It is up to the officials who 
determine the policy of our various 
banks to see to it that the necessary 
results are accomplished. 
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MOLEHILLS AND MOUNTAINS 


Percy JOHNSTON, the prominent New 
York financier, recently said that the 
best text book on practical banking is 
“David Harum.” I would agree in 
principle that that statement is correct, 
but the five years last past have wit- 
nessed the enactment of many laws, 
both state and Federal, which affect the 
operation of every state and national 
bank in the nation. You have no doubt 
adjusted the operation of your institu- 
tions to conform to the terms and pro- 
visions thereof. 

Time and nature cure many ills. The 
mountains of today often prove to be 
the molehills of tomorrow, and I sin- 
cerely believe that a solution of our 
many problems will be found so that 
America may continue its upswing to- 
ward prosperity, finding only molehills 
in its path.—F rank C. Rathje, president, 
Chicago City Bank & Trust Company. 
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Sound Common Sense 


The Theory of Noise - Reduction 
As Applied To Banks 


By Jute RoBert VON STERNBERG 


OCTORS and engineers together 

are gradually unwinding one of 

the most remarkable stories in 
modern life: the story of noise. Noise 
is no imported oriental pest, but a 
locally developed nuisance that is 
threatening the health of almost all 
city dwellers. Its effects on digestion 
and mental reactions have been only 
partially recorded, but they are suffi- 
cient to warrant steps being taken to 
curb it. 

Noise reduction is a general descrip- 
tion of the method that is today being 
applied to many types of machinery, 
and in many types of buildings, in an 
effort to reduce the toll of disability 
due to this cause. In airplane cabins, 
for instance, walls, roof and floor are 
filled with a sound-deadening material 
to silence the roar of the motors; in 
radio studios, the walls and ceilings are 
lined with sound-absorptive materials 
to eliminate reverberation which would 
destroy the clarity of the broadcast. 
And in a restaurant, office or bank, 
those perforated tiles you have seen on 
the ceiling are a layer of silencing fiber 
that absorbs the clatter of dishes, type- 
writers, or conversation. 


Dr. Laird’s Tests 


Noise is an irritant. Dr. Donald 
Laird of Colgate University, in his tests 
on the effects of noise, found that ex- 
cessive noise will induce six bodily re- 
actions: These are: 1, increased tension 
of voluntary muscles; 2, lessened ac- 
tivity of involuntary muscles in the 
digestive tract; 3, increased pulse-rate; 
4, increased blood pressure; 5, dimin- 
ished secretion of saliva and digestive 
juices, and, 6, a vague feeling of appre- 
hension, sometimes accompanied by 
restless general behavior. 


Increased fatigue and distraction re- 
sult from such physical impairment. 
Typists in a noisy room consume about 
20 per cent. more calories of bodily 
energy when typing than the same 
typists do when working in the same 
room with the noise properly reduced 
by absorption. In a six months’ period 
during which the errors made by typists 


When John Q. Depositor comes into 
his bank to ask for a loan and has 
to yell into Vice-President Smith’s 
ear to make himself heard, he natu- 
rally is annoyed and feels that the en- 
tire bank must be listening in on his 
conversation. 

In the bookkeeping section em- 
ployes who have to accomplish their 
daily jobs against an obbligato of 
preventable noise lose in efficiency 
anywhere from 29 to 52 per cent. 

In this article the author, who is a 
architectural consultant, points out 
why banks should make every possible 
effort to bring about sound-reduction. 


and comptometrists in the sound-con- 
ditioned offices of a large insurance 
company were compared with the errors 
made by the same employes during a 
corresponding previous period before 
sound-conditioning was installed, it was 
found that there were reductions of 29 
per cent. and 52 per cent. in errors by 
typists and comptometrists, respectively. 

Contrary to popular belief, it has 
also been shown that people do not 
become accustomed to noise. We may 
consider it a form of activity, requiring 
a definite physical compensation, tax- 
ing the strength of the person exposed 
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This branch office of the Bank of the 
Manhattan Company in New York 
employs an acoustical treatment on 
the ceiling of the banking floor. The 
center panel with the stenciled pat- 
tern is composed of sound-reducing 
tiles, each 12 inches square cemented 
directly to the plaster. Notice how 
naturally they conform to the classic 
character of the architecture, and 
reflect, in their design, the diagonal 
pattern of the marble floor. 


to it directly as that person is sensitive 
to it. The tangible efficiency of a piece 
of mechanical equipment can be very 
closely determined, but the intangible 
loss of efficiency caused by excessive 
noise in a tabulating office or on a bank- 
ing floor can be only indicated. For 
that reason we must make a general 
assumption, based on laboratory tests 
of bodily reactions, that the reduction 
of noise in any working space will im- 
prove the efficiency of the workers in 
that space. 


*‘Unwanted Sound’’ 


What is noise? Our automatic re- 
flexes have defined it for each of us 
countless times. We hush a talkative 
person in a theater audience because he 
distracts us with a noise we do not wish 
to hear. The drip of a leaky faucet, 
though we are aware of it only at inter- 
vals, makes us jumpy and irritable. 
Noise, we might say, is any unwanted 


sound, any sound which through repeti- 
tion or abrupt intensity irritates and 
annoys the listener. 

Noise may be curbed either at its 
source or in its transmission. A car- 
peted hall reduces the amount of noise 
generated by a footfall; an acoustical 
ceiling in the same hall would reduce 
the intensity of sound generated either 
within or outside of the hall. The car- 
pet, for example, by providing a soft, 
yielding surface, prevents a noise-pro- 
ducing concussion when walked on. A 
sound-conditioned wall or ceiling will 
offer a soft, yielding surface to sound 
waves impinging on it. By drilling a 
number of small holes into the surface 
of this material we increase its effective 
sound-absorptive area by as much as 
three times. The resultant “wells of 
silence” baffle the sound and prevent it 
from being magnified and prolonged 
by its reflection between the surfaces 
of the room in which it is generated. 
It was shown in one installation, for ex- 
ample, that the penetrating voice of an 
employe that constantly annoyed many 
of her co-workers was no longer noticed 
after the room had been sound treated. 
The noise of outside traffic, so bother- 
some in some locations, may also be 
effectually reduced. 

The economic argument in favor of 
sound-conditioning is particularly ap- 
plicable to banks. Errors do occur; 
errors that are the daily concern of 
every bank officer and which, over a 
period, may even account for a consid- 
erable loss of money and prestige. The 
theory of sound-reduction, however, 
should be described in simple terms to 
permit a fuller discussion of the prob- 
lem of choosing a sound-absorptive in- 
stallation. 


Measuring Sound—the Decibel 


Noise is measured by the decible 
(db.) a logarithmic unit of sound in- 
tensity that is not directly proportional 
to the increase in sound intensities. 
The roar of an airplane engine has an 
intensity of 120 decibels to its pilot; a 
noisy office or a telephone conversation 
rates from 40 to 60 decibels; a home 
and a quiet conversation, 20 to 40 
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Photo courtesy The Celotex Corporation 


The National City Bank in New York had to install a noise-corrective tile to reduce 


the reverberation set up by marble floors and counters and plaster walls. 


Applied 


in alternate strips of contrasting colors, the ceiling pattern carries out the modern 
detail of moldings and cornice. 


decibels, and the rustle of leaves or a 
whisper rate from 0 to 20 decibels. 
Our decibel scale, as developed by 
Wallace Waterfall, director of research 
engineering of The Celotex Corpora- 
tion and one of our foremost acoustical 
engineers, presents an audible range of 
from zero to one hundred and twenty 
decibels. Hearing cannot distinguish 
intensities below and above these limits. 
“ Dr. Laird’s experiments with the ef- 
fects of sound on persons showed that 
“A reduction of a complex noise from 
50 decibels to 40 decibels resulted in 
in an increase of slightly more than 30 
per cent. in the speed of mental multi- 
plication of three-place numbers. No 
changes in accuracy were noted.” He 
states further that “a 42 per cent. re- 
duction in errors in the telephone oper- 
ating room of a telegraph company fol- 
lowed a lowering of the noise-level from 


50 decibels to 35 decibels. There was 


also a 3 per cent. reduction in the cost 


per message.” This would indicate 
that activities of a calculating nature 
are faster and more accurate under rea- 

sonably quiet conditions. * 

The noise intensity level of a room 
will vary with the amount of activity 
in it. The problem of the acoustical 
engineer is to determine how intense 
the noise is, what produces it, what 
its average intensity is, and how to 
control it. This will vary with the 
size, the construction and the use of 
the room, so that we find these elements 
the first consideration in any sound- 
conditioning analysis. 

The average bank has a terrazzo, 
marble or linoleum floor, and plaster 
walls and ceiling. Now all of these 
materials are natural sound reflectors, 
absorbing only 3 to 5 per cent. of the 
sound striking them and reflecting over 
95 per cent. Such surfaces are in 
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marked contrast to a modern sound 
absorptive tile such as Celotex which 
may absorb over 75 per cent. of the 
sound striking it. 

The ceiling height will also effect the 
sound build-up. A low ceiling will 
tend to intensify, through reverberation, 
the original sound, but the high ceiling, 
as well, may cause difficulty with an 
echo, since its greater distance from the 
floor permits a second, distinct reflec- 
tion of the original sound to be trans- 
mitted. Everybody is familiar with the 
hollow reverberation set up by slight 
movements in a high ceilinged room. 
This is an instance of a blurred echo 
generated by a highly reflective ceiling 
surface. 

The chief causes of noise in a bank 
are calculating machines and _type- 
writers. Conversation, tellers’ gates, 
movement of people and outside noises 
such as automobiles, buses and trolley 
cars, contribute to the noise build-up 
but, more important, this. noise pres- 
ence in a large open space, like a bank- 
ing floor, persists and becomes an an- 


noying monotone of small disturbing 
sounds whose individual identities may 


be lost. Officers’ conversations with 
bank customers are made more difficult 
and more annoying to others; a cus- 
tomer is forced to press his ear to the 
window to understand the teller and the 
possibility of error is intensified. 
Relief from noise is a relative thing. 
For example, a sound of 60 decibels is 
considerably more annoying than a 
sound of 30 decibels, and a sound of 
120 decibels is almost unbearable and 
considerably more disturbing than one 
of 60 decibels. Therefore, reducing the 
noise of a riveting machine 15 decibels 
to 85 decibels creates a far greater feel- 
ing of relief than reducing a noise of 
30 decibels to 15 decibels. This is the 
theory on which sound-reduction is 
based: a slight decrease in the higher 
brackets is usually sufficient to create 
noise-relief. In addition, it has been 
found that a noise-level of 40 decibels 
is the maximum of noise that the aver- 
age person can stand without being 
seriously disturbed. Reducing the noise- 
level of many offices below the 40 


decibel mark has resulted in fewer turn- 
overs, greater production, fewer errors 
and more comfort. Any office operat- 
ing with a consistent noise-level of 
more than 40 decibels is paying regu- 
lar tribute for the privilege of so doing. 

There are various types of acoustical 
materials on the market today. Porous 
plaster, absorbent felts, mineral 
blankets behind perforated metal trays, 
calcareous tiles and perforated fibrous 
materials are all employed as acoustical 
correctives or sound reducers. The 
choice of a correct material, therefore, 
to serve particular conditions deserves 
a considerable study of the absorptive 
qualities of the various products and 
their qualities of cost, maintenance, 
paintability, cleaning, life expectancy 
and appearance. It must be borne in 
mind, too, that the problem of treating 
a banking floor and offices is an en- 
tirely different one from that of treat- 
ing an auditorium or a swimming pool. 
A material successfully used in one type 
of building may not satisfy in another. 
The following analysis of the factors 
affecting the suitability of a good acous- 
tical material will assist the bank ex- 
ecutive in choosing an acoustical in- 
stallation: 


Sound Absorption. The sound ab- 
sorption rating of the leading acoustical 
materials have been determined by test- 
ing in the laboratories of the Acoustical 
Materials Association. These ratings 
indicate the percentage of sound ab- 
sorbed by the material. The amount 
of sound absorbency required by a par- 
ticular installation should be deter- 
mined by an acoustical engineer or by 
the manufacturer (this is usually a free 
service) because the type and thickness 
of the material necessary will vary with 
the sound requirements. It is wasteful 
to pay for a very efficient material when 
a less absorptive one would prove just 
as satisfactory. 


Maintenance. ‘In any permanent 
structure maintenance is an important 
factor. Any material to be thoroughly 
useful should be easily cleaned or re- 
painted without lowering its sound effi- 
ciency. A material which discolors 
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with age, or one which is a naturally 
poor light reflector, will increase elec- 
tric light bills and produce spotty 
lighting. 

Method of Application. Some ma- 
terials are more difficult to erect than 
others. It is important to know the 
following: Is it to be nailed to furring 
strips or cemented to the present ceil- 
ing? Can it be adjusted to the present 
architecture of the ceiling or must an 
entirely new ceiling be constructed? 
How long will the installation take: 
can it be done at night or must part of 
the floor be rendered inactive? In the 
the case of existing buildings the method 
of application should be as simple as 
possible. 

Life Expectancy. Not all materials 
are good for the life of the building. 
Flaking, peeling, chipping and crazing 
are weaknesses of some which rapidly 
make for obsolescence. A material, 
too, which can be repeatedly painted is 
usually more satisfactory than one 


which cannot be painted without affect- 


ing its sound absorptiveness. 

Appearance. Coffered __ ceilings, 
dropped beams, moldings, cornices and 
recessed panels are architectural fea- 
tures whose appearance should not be 
destructively altered by sound treating. 
A variety of sizes, colors and applied 
decoration will permit a wide applica- 
tion conforming to any architectural 
style. 

Insulating Value. Banks in one- 
story buildings often find it necessary 
to insulate the roof to prevent the loss 
of heat in winter and the intrusion of 
heat in summer. Some acoustical ma- 
terials, such as the cane fibre tiles, are 
effective heat insulators and perform 
the two services with the one applica- 
tion. 

Combustibility. Fireproofness is only 
a matter of degree as there are no ab- 
solutely fireproof materials. There is 
no record, however, where an acoustical 
material has contributed to the cause 
or spread of fire; incombustible mate- 
rials are often marked by higher price 
and often dd not have the decorative 
possibilities of fire-resistant materials. 


Future Alteration. Additions to the 
sound treatment should match it in size, 
color and texture. A product which 
cannot point to a successful, prolonged 
use is faced with the handicap of prov- 
ing its merits. The responsibility of 
the manufacturer and of the contractor 
making the installation should not end 
with completion of the job. Any re- 
liable manufacturer will guarantee his 
product for the life of the building. 


Cost. The cost will be more or less 
determined by the above factors. The 
higher grade, more efficient. material 
will not be the cheapest, but neither 
need it be the most expensive. It should 
be remembered that in addition to pur- 
chasing silence you are also purchas- 
ing appearance, maintenance and long 
life. And if, by sound treating your 
office, you stand to reduce clerical and 
other errors, reduce turnover and im- 
prove general working conditions, then 
an absolute cost comparison should not 
be the sole basis of choice. 


The history of banking is marked by 
insistence upon accuracy. The engineer 
codperated with the banker to improve 
his mechanical equipment to eliminate 
human error, a tangible efficiency that 
is easily appraised. He seeks, today, 
to render the human worker more per- 
fect by providing his body with efficient 
controls. Good light, good ventilation 
and good sound conditioning are the 
methods he proposes, and a growing 
number of bankers are bearing him out. 


© 


DREAD OF THE MASS MIND 


I sEE a danger ahead that our people 
may become mechanized, not only in 
body, but mechanized in mind. I dread 
the mass mind. I dread the loss of that 
independent individualist character 
which has made this nation what it is. 
I dread the growth of that materialistic 
view of life which, to my mind, is a 
danger both to body and to soul. We 
must see to it that in some way we can 
preserve the character of our people:to 
meet the changed conditions of the age, 
and see that our character triumphs over 
our environment.—Stanley Baldwin. 
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Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, 


ASSETS 


Cash on hand and in Banks : 

United States Government obligations, ‘direct and fully 
guaranteed 

State, Municipal and Other Bonds and ‘Investments, 
including Stock in Federal Reserve Bank, less 
Reserves 

Loans, Discounts and "Advances, less Reserves 

Banking Premises 

Other Real Estate, less Reserves j 

Interest and Earnings Accrued and Other Resources 

Customers’ Liability on Acceptances and Letters of 
Credit Executed by this Bank bts eens 


Total 


LIABILITIES 
ao $ 14,925,000.00 
(Subordinated to Deposits. and Other Liabilities) 


Capital Notes 


13,800,000.00 
3,671,483.73 


Capital Stock . 
Surplus and Undivided Profits 


Reserve for Contingencies ‘ 
Reserves for Taxes, Interest, etc. 


DEPOSITS 


Demand 

i 

Estates Trust Department 
(Preferred) é 
Corporate Trust Department 
(Preferred) : 


$154,761,982.06 
169,678,560.5 1 


11,366,959.86 


5,461,812.15 


Other Liabilities 
Acceptances and Letters of Credit Executed for 
Customers Rist ee aan Negeec cans Gee gee eat 


Total 


JUNE 30, 


1937 


$ 96,461,462.48 


100,046,760.31 


15,198,164.11 
146,174,600.21 
5,836,770.17 
12,364,491.23 
2,945,053.23 


2,758,306.14 
$381,785 ,607.88 


$ 32,396,483.73 
825,000.00 
1,961,289.28 


$341,269,314.58 
2,575,214.15 


2,758,306.14 
$381,785 ,607.88 


Clearing House Association 


Member Federal Deposit Insurance Corporation 





From Loss to Profit with Small Loans 


By WARREN 


Vice-president, Worcester County 


N Massachusetts, a Personal Loan 

Commission has been established as 

a part of the activity of the Massa- 
chusetts Bankers Association for the 
purpose of safeguarding banks which 
are interested in, or operating, personal 
loan departments. It is definitely not 
the purpose of that commission to urge 
the establishment of departments where 
volume is not sufficient to warrant a 
segregated operation but to show banks 
in general that between 40-69 per cent. 
of the number of loans in their regular 
note departments are in amounts of 
$500 and under, on which not sufficient 
income is received to sustain the loans. 
For example: 

If a $500 loan on a ten monthly re- 
newal basis was made in a note de- 
partment at 6 per cent. regular inter- 
est and the handling cost is $1.50 per 
note, exclusive of credit department in- 
vestigation and loaning officer’s time, 
the expense would be $15, while the 
interest income would be but $14. 

If a $500 loan was made on a ten 
months’ basis in a personal loan depart- 
ment, the discount charge would be 
$25, at the usual rate for that type of 
loan, and as the cost per dollar loaned 
could be 2.7 per cent., or $5.63, which 
includes life insurance on the borrower, 
supervision, advertising, rent, etc., it 
would leave a net interest income of 
$19.37, or 9.3 per cent., instead of a 
loss on the other transaction of $1.00. 

It is rather obvious from such a 
comparison that small loans on an auto- 
matic payment basis are very profitable 
and past and present experience shows 
that bad debt losses are negligible. 

A formula for the analysis of small 
loan activity in a regular note depart- 
ment of a commercial bank is available 
through the executive secretary of the 
Massachusetts Bankers, Association. 

The safety.of these loans on an auto- 
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S. SHEPARD 
Trust Company, Worcester, Mass. 


matic monthly payment basis is well 
recognized and in one personal loan 
department, which liquidated during 
the bank holiday period and the con- 
tinuing depression, the total loss sus- 
tained was $324, which was _ but 


2/100ths of 1 per cent. on an aggregate 
total of $2,000,000 of loans. 

Statistics seem to show that in the 
larger cities the percentage of demand 
for personal loans is higher and in 
operate 


banks which 


metropolitan 


‘‘By providing the means, either in 
a segregated department, or as a part 
of the activity in the regular note de- 
partment whereby customers as well 
as non-customers of good credit stand- 
ing and steady earning power may 
obtain money at reasonable rates, a 
bank not only serves its community 
in a much more friendly personal 
way but will build up for itself a 
great amount of good will.’’ 


segregated personal loan departments 
because of large volume, separate divi- 
sions for interviewing, investigating, 
approval, paying, repaying and collec- 
tions are required. The procedure for 
handling loans, however, in New York 
is in general the same as it would be 
in a city of but 100,000 population. 

_ In reverse it appears to be true that 
in the smaller cities there is less mort- 
gaging of future income and perhaps 
more careful spending. Special divi- 
sions, therefore, in segregated depart- 
ments are needed less, depending in the 
smaller city.of course, upon the volume 
of loans and the size of the community 
to be served. 

Smaller banks which are caring for 
the borrowing needs of their small cus- 
tomers and of non-customers find. in- 
sufficient volume to make segregated de- 
partments profitable and..in _ towns 
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where everyone is well known to every- 
one else it is much more desirable to 
house this activity in the regular note 
department, using an installment note 
and charging a self-sustaining rate as a 
separate loan classification. 

In summarizing, there seem to be 
four outstanding advantages in the op- 
eration of a personal loan department, 
or in making loans on an automatic 
monthly repayment basis: 

1. It enables a bank to make contacts 
with non-customers, many of whom 
have no banking connections elsewhere. 
It is estimated that at least 75 per cent. 
of the people in this country are with- 
out bank credit, so that those persons 
have no borrowing facilities other than 
the high rate loan companies. 

In Massachusetts the Small Loans 
Act permits licensed money lenders to 
charge up to 3 per cent. per month on 
loans of $300 and under. Should the 
agreed upon rate exceed that percent- 
age neither the principal nor the in- 
terest can be legally collected. 

On loans above $300 and up to 


$1000, even though an agreed upon rate 
exceeds 114 per cent. per month on the 
unpaid balance, interest at the rate of 
18 per cent. per annum is all that can 


be collected by the lender. In such 
cases, however, the principal sum is not 
declared uncollectible. Each state, of 
course, has its own laws which govern 
the procedure and the forms to be used 
in doing that type of business. 

2. The personal loan enables an ex- 
tension of credit on a definite repay- 
ment basis depending upon the borrow- 
er’s ability to pay determined at the 
time the loan is made and on an in- 
come basis that is profitable enough to 
enable the bank to earn money on 
these transactions. 

An analysis of the small loan activ- 
ity in a regular note department is 
oftentimes quite surprising. In the av- 
erage medium sized commercial bank 
throughout the country, you would 
probably find that of 1000 small loans, 
650 would be of $500 and less and 350 
of those would be of $300 and under. 
The amount involved would seldom ex- 
ceed $125,000 and the liquidation of a 


large percentage would cover a period 
of 31% years. 

3. Insurance to protect co-makers, 
Many of the banks which have personal 
loan departments pay for insurance 
covering the life of the borrower. On 
co-maker, and on other unsecured loans, 
in the event of the death of the bor- 
rower the loan balance is thus canceled, 
releasing co-makers and the borrower’s 
estate from liability. 

The cost of this insurance is approxi- 
mately 6/10ths of 1 per cent. of the 
face amount of the loan and seems very 
much worth while, often helping the 
applicant to obtain the signatures of 
more substantial co-makers. 

Because of the ease in obtaining 
credit in installment purchases of goods 
and because of keen competition in the 
retail lending of money, there is a very 
definite tendency away from the pre- 
vious, almost rigid requirements for the 
signatures of co-makers on personal 
loans. The lessening of these require- 
ments will immediately stimulate vol- 
ume but will also increase losses inas- 
much as co-maker loans have been 
based on the diversified income of the 
three persons obligated. 

4. The measure of an average deposit 
balance used to help, more so than 
seems necessary at present, in determin- 
ing whether or not a customer was en- 
titled to some borrowing privilege. Be- 
cause of the small size of an account 
and the necessity for metered service 
charges, many worthy persons were 
forced to seek credit elsewhere. 

By providing the means, either in a 
segregated department, or as a part of 
the activity in the regular note depart- 
ment whereby customers as well as non- 
customers of good credit standing and 
steady earning power may obtain money 
at reasonable rates, a bank not only 
serves its community in a much more 
friendly personal way but will build 
up for itself a great amount of good 
will. 

While a successfully managed _per- 
sonal loan department helps materially 
to increase a bank’s income, it should 
not be considered a cure-all for low 
earnings. 





Popularizing Saving 
By P. R. WILiiams 


Vice-president, Bank of America, N. T. & S. A., Los Angeles, Calif. 


OW to popularize savings is the 

question before us. Some bank- 

ers say that in order to do this 
we should, as soon as practicable, in- 
crease the interest rates on savings ac- 
counts; others tell us that their experi- 
ence teaches them that interest rates 
have very little bearing on the volume 
of savings deposits. Much can be said 
on both sides. 

The other day a banker whose insti- 
tution covers the banking situation over 
a wide territory caused a survey to be 
made in an endeavor to ascertain why 
depositors chose certain banks as 
against others for the deposit of their 
funds. The survey resulted in the rea- 
sons given in the following order of 
importance. 

1. Convenience of location. 

2. Safety of funds. 


3. Type and quality of service. 

At least according to this particular 
survey and in the opinion of the banker 
referred to, interest rates did not have 
any influence whatsoever in the choice 


of banks. As to the establishment of 
rates, it is certainly reasonable to be- 
lieve that the old rule of supply and 
demand will have something to say in 
the future as it has in the past. Certain 
it is that the stockholders of banks are 
entitled to a fair return on their invest- 
ment, and as our banks are semi-public 
institutions, it is equally certain the de- 
positor whose funds the banker also 
uses is entitled to the utmost considera- 
tion. 

Man’s necessity for saving is beyond 
dispute. I believe we will all concede 
that. For the necessities of the imme- 
diate present and for the comforts of 
old age, it is highly desirable. It costs 
man to come into the world, and it costs 
man to leave it. Through the seven 
ages of man his financial problems and 
needs are apparent. The needs of child- 
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hood quickly arise, and the school day 
demands are urgent. The needs of 
youth are imperative, and as increased 
responsibilities of manhood appear— 
whether parson, grocer, cobbler or doc- 
tor—the need itself cannot be denied. 

Although so persistent and so impera- 
tive, still, the lack of foresight is such 
that man must be persuaded to save. 
The banker of today is more sympa- 


‘*Would it not be a grand achieve- 
ment if, under the auspices of the 
Savings Division of the American 
Bankers Association, a plan could be 
evolved for the young people of the 
country whereby they could be urged 
to save from their boyhood days the 
definite sum of one penny out of 
every dime earned or acquired? Such 
a fund could well be called ‘THE 
TEN PER CENT. FUND FOR 
YOUNG AMERICA.’ By the time 
manhood was reached they would 
have accumulated a sum which would 
mean a reasonably early independ- 
ence. It would be the difference in 
many instances between misery and 
happiness, between worry and con- 
tentment. I believe it is possible to 
sweep young America with such a 
movement.’’ 


thetic toward the needs of the small de- 
positor than in days gone by, and cold 
forbidding structures both within and 
without discouraged the small depositor 
instead of persuading him. Bankers 
were locked behind cages and otherwise 
made themselves unapproachable. It 
was the exact opposite of persuasion. 
This attitude tended to create an in- 
feriority complex in the mind of the 
small depositor. It was displeasing, 
discomforting and disturbing. To deny 
this is simply to bury one’s head in 
the sand. 
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Two incidents have come to my mind 
recently. First, in a western state I 
was invited to a game of golf with 
banker friends and business men. One 
of the business men in talking to me 
privately stated how much he enjoyed 
visiting the bank these days and con- 
trasted it with the time when he said 
he had so much hesitancy in entering 
the bank that he would often walk past 
it three or four times before finally en- 
tering. 

The second incident I found in an ar- 
ticle in Modern Finance for February, 
1937, which read in part as follows: 
“Then, there is the experience of the 
big banks. . . . These institutions a few 
years ago considered themselves ‘in the 
light of big executive clubs created only 
for the rich and with no admittance 
signs against the man in the street ex- 
cept as he might come in to deposit his 
pay check.” 

We have done with that, and now we 
go out into the highways and the by- 
ways and almost compel them to come 
in. We believe in our banking institu- 
tions. We are convinced that if we 
have persuaded a man, woman or child 
to save that we have started that person 
well on the road to happiness and if 
we are helping the individual, it follows 
that we are doing something worthwhile 
for the community and for the state. 

If men must be persuaded, what 
methods of persuasion should we use? 
I believe in seeking information from 
the man who knows and so I chatted 
with one of the leading bank advertis- 
ing men of the nation. He said, “No 
one saves without first having a definite 
objective and people must be coaxed to 
save for some desired thing, although 
it is true that to persuade others to save 
it is necessary to scare them into sav- 
ing through fear of certain dire conse- 
quences.” Some one has said that the 
one thing certain in life is that the un- 
expected always happens. Social secu- 
rity measures with their old age pension 
systems will always be inadequate at 
best. 

This advertising expert said that he 
ro longer lays stress on financial return 
as in the 4 per cent. days. It is his 


conviction that this new policy has not 
retarded the growth of savings. As to 
the media used, he himself uses hun- 
dreds of community newspapers, maga- 
zines, billboards over a thousand miles 
of territory, street car advertising, ex- 
tensive radio broadcasts and direct-by- 
mail advertising. 

The points that he emphasizes 
through these various agencies are 
things with which all of you are already 
entirely familiar. 

1. Financial provision for old age. 

2. Reserve fund for illness, accidents 
and emergencies. 

3. Saving for marriage. 

4. Saving for a home. 

5. Saving for an automobile. 

6. Saving for education. 

7. Saving for unemployment and 
“rainy days.” 

8. Saving to start in business. 

9. Saving for permanent investment. 

10. Saving for a vacation. 

Our advertising friend also stated 
that strange as it may seem the adver- 
tising for loans brought in considerable 
new savings business. A teller who 
deals in personal loans, automobile 
loans, installment loans or any loan re- 
quiring regular monthly payments can 
develop the habit of persuading the cus- 
tomer to continue his habit after his 
loan is paid by establishing a savings 
account. A fine way of popularizing 
savings! 

Perhaps you will be interested in a 
story from Hollywood in regard to in- 
dividual savings. A very well known 
moving picture head told our branch 
manager that they were interested in 
having their employes save so that the 
studio’s personnel problems would be 
fewer. He stated to our manager that 
they had considered establishing a credit 
union but the plan did not quite fit their 
particular purpose. Our manager out- 
lined a plan of voluntary payroll de- 
ductions and in the course of a few 
days he had succeeded in obtaining 
about 600 new savings accounts. They 
also promised that in a short time after 
tax date probably 600 more accounts 
would be opened. In the course of a 
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very few weeks, many thousands of dol- 
lars were saved. 

We have also endeavored at army 
and navy posts to interest our soldiers 
and sailors in savings accounts, and 
have made arrangements through the 
commandants and paymasters for the 
boys to assign their allotments or a por- 
tion of them for savings purposes. In 
some posts these accounts have become 
very popular. 

We must recognize that the general 
objection on the part of banks to small 
savings accounts is their expense. The 
First National Trust and Savings Bank 
of San Diego solved this in a simple 
way. When an application is made for 
a small savings account to start with 
a sum of less than $25, the bank officer 
persuades the customer to open a thrift 
account, telling him that as soon as the 
amount reaches $25, it will be auto- 
matically converted into a regular sav- 
ings account. No interest is paid and 
no partial withdrawals are allowed 
against the account. Expensive pass- 
books are eliminated and a simple fold- 
ing thrift card and a ledger card of 
the same size are used. The thrift ac- 
counts are kept in a separate classifica- 
tion in the bank and do not clutter up 
the regular books. The San Diego bank 
feels that the method is a complete 
success. They have had it in operation 
for several years. 

Another method with which all of 
you are familiar in popularizing sav- 
ings is the Christmas Club account. It 
would be like carrying coals to New 
Castle to tell you how these are handled. 
They are used by many business men 
for tax and insurance payments, used 
for the purchase of Christmas gifts, 
used by children and so forth. As far 
as our own institution is concerned, we 
have gone into the Christmas Club busi- 
ness rather extensively. We distributed 
approximately $7,000,000 in Christmas 
Club checks last December. You might 
be interested in knowing that sometimes 
in the distribution of these checks we 
send a representative to an industrial 
plant and in the course of distribution 
he endeavors to have them sign up for 
a permanent savings account. We be- 


lieve that the success we have achieved 
in this justified the effort involved. 

I believe, however, that the real solu- 
tion of popularizing savings lies with 
the next generation. Our own habits 
have probably become so fixed that they 
cannot be changed. We cannot teach 
an old dog new tricks and I firmly be- 
lieve that it would be time and money 
well spent if we concentrated to a large 
degree on the development of thrift in 
the younger generation. 

Recently there came to my attention 
what impresses me as being a very fine 
example of a thrift experiment among 
very young people. I refer to a school 
in Santa Barbara, California. In that 
city a teacher of the sixth grade with 
children of ten or eleven years of age 
is teaching something about money 
management and thrift in the manner 
of play, but what is being taught is be- 
ing taken so seriously by the children 
that much profit as well as pleasure is 
derived. The teacher has grasped the 
idea that we learn by doing. Her method 
is, first of all, to obtain play money or 
stage money. This is distributed to the 
children in exact proportion to the 
number of merits they receive in their 
various studies. Each child receives 
money in accordance with what he truly 
earns. The child then deposits the 
money in the class bank and receives @ 
passbook and a checkbook. With this 
money the child is supposed to pay all 
of his living expenses, and his educa- 
tional and recreational expenses. Each 
child takes a keen interest in saving so 
that he will have enough left to spend 
in the way he desires—to buy pets, to 
go to shows, buy presents for parents, 
buy toys or a pony, perhaps, and keep 
a certain amount as a permanent in- 
vestment. They ascertain from their 
parents the approximate cost of their 
own living expenses, as it is insisted 
that before spending money for any- 
thing else they must pay for their liv- 
ing expenses. They take the whole mat- 
ter very seriously and in this way have 
a very good idea at an early age Of 
money management and thrift. Seri- 
ously, this is popularizing savings with 
these particular youngsters at an im- 
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pressionable time of life. One young- 
ster of well-to-do parents complained 
bitterly to his mother one day that he 
had just discovered why his playmate 
had more money left to spend than he 
had. He said that while his playmate’s 
family washed their own clothes, his 
family sent all of their things to the 
laundry. 

In the Fullerton District Junior Col- 
lege at Fullerton, California, a bank 
has been organized. It is called the 
Students’ Savings Bank. It is another 
case of learning by doing. Its history 
is that in November, 1920, the depart- 
ments of commerce and accounting of 
Fullerton District Junior College con- 
cluded it would be well to have the 
students in banking, commerce and ac- 
counting learn by doing. Local bank- 
ers were consulted and their advice 
sought. An application was made to 


the state superintendent of banks for 
a charter which would enable them, un- 
der the sponsorship of a local bank, 
to establish the Students’ Savings Bank. 


It was felt that practical knowledge 
would better prepare them for business 
positions. It was just reversing the ob- 
jective of our American Institute of 
Banking which aims to supply the 
theory of banking to those who are al- 
ready practicing it. The Students’ 
Savings Bank was organized to give to 
those who had studied the theory of 
business and banking the opportunity 
of learning its practice at the same time. 
Both.movements aim to combine theory 
with practice. The past sixteen years 
have proven its success and recently it 
has established a branch in an affiliated 
high school. 

The junior college enrollment is 2500 
with a faculty of 100. All student or- 
ganizations of both the junior college 
and the high school must conduct all 
matters of business involving student 
expenditures through the bank. Savings 
deposits are received from students and 
the bank has at all times a reasonable 
sum on deposit. Loans are made to 
student bodies when justified but every- 
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thing is done in a businesslike manner. 
The banking hours are those of the 
school day. The personnel consists of 
advanced students majoring in general 
business and accounting. The students 
have completed formal class instruction 
and must spend a school year of at 
least six hours a week in the bank and 
the accounting department handling 
actual business transaction before they 
can receive a recommendation. 

Through the codperation of person- 
nel officers of local banks and business 
houses, the graduates receive preference 
in the matter of employment because 
usually they merit it. The Students’ 
Savings Bank last year handled over 
$200,000 worth of business. Certainly 
students of the Fullerton District Junior 
College and its affiliated high school 
will have no fear of or prejudice 
against banks because all of the mys- 
tery has been removed. It should tend, 
rather, to popularize banks and savings. 

No, we may not succeed in teaching 
old dogs new tricks, but would it not 
be a grand achievement if, under the 
auspices of the Savings Division of the 
American Bankers Association, a plan 
could be evolved for the young people 
of the country whereby they would be 
urged to save from their boyhood days 
the definite sum of one penny out of 
every dime earned or acquired. Such 
a fund could well be called “THe 10 
Per Cent. FuND For YouNG AMERICA.” 
By the time manhood was reached they 
would have accumulated a sum which 
would mean a reasonably early inde- ~ 
pendence. It would be the difference 
in many instances between misery and 
happiness, between worry and content- 
ment. I believe it is possible to sweep 
young America with such a movement. 

“A 10 Per Cent. FunD For YOUNG 
AMERICA” would be a grand slogan, a 
campaign the sole aim of which would 
be the welfare of our boys and girls, 
our future citizens. Finally, we shall 
not only be popularizing savings but 
we shall also be popularizing savings 
banks. 





Balance the Budget --- At Any Cost 


By Orvat W. ApAMs 
Executive vice-president, Utah State National Bank, Salt Lake City; first vice-president, 
American Bankers Association 


T is not enough for us to be students 
of current economics and finance. 
We must also be students of history 

if we are to appraise present movements 
at their proper worth, for this can only 
be done in the light of past events. 


Hasten the day when the lessons of 
history shall again be read and under- 
stood—when we shall learn anew that 
at no time, in no realm, among no 
people, can economic laws be flouted 
for very long without disaster; that 
nature grants no immunity from the 
eventual operation of inexorable laws; 
that men’s minds cannot stay the execu- 
tion of her decrees. Babylon and Tyre, 
the people of the Nile, Rome and Car- 
thage—in fact, all the civilizations of 


the past—provide silent evidence of this 
truth. As in our own case, the civiliza- 
tions of the past let loose the floodgates 
of spending. They listened to the golden 


voice of promise. They were fed and 
deceived by the manner in which the 
fruits of their own toil and savings had 
been used. They grew anemic as their 
self-determination and self-reliance van- 
ished under their several autocratic 
forms of government. 

Fellow bankers, fellow American 
citizens, whatever impressions we may 
entertain as individuals respecting past 
performance in Federal finance, may 
we come to this solemn decision: That 
the present demands of us a vigorous, 
noble, fearless, intelligent participation 
in the problems of government. We 
dare not step aside! Our knowledge 
and experience no less than our zeal 
must rally to the colors: A balanced 
budget at any cost. 

When the budget of this great coun- 
try is finally brought into balance, a 
tax conscious public will have been 


Condensed from a recent address. 


created through the broadening of the 
tax base. ; 

In speaking of recovery, we are dis- 
posed to think of it in terms of dollars 
and cents, of increased earnings, greater 
volume of output, more men on the pay- 
roll, increased car loadings, more of 
everything being manufactured and 
sold, more of the material things of life. 

There is another phase of recovery 
in which we should be deeply con- 
cerned—recovery of our mental poise, 
our straight thinking, our moral 
strength, and the awakening of our civic 
consciousness and a greater apprecia- 
tion of our social responsibility. 


“In speaking of recovery, we are 
disposed to think of it in terms of 
dollars and cents, of increased earn- 
ings, greater volume of output, more 
men on the payroll, increased car 
loadings, more of everything being 
manufactured and sold, more of ma- 
terial things of life. 

‘“‘There is another phase of re- 
covery in which we should be deeply 
concerned—recovery of our mental 
poise, our straight thinking, our moral 
strength, and the awakening of our 
civic consciousness and a greater ap- 
preciation of our social responsi- 
bility.’ ; 


We must, however, recognize that the 
difficulties in the way of budget bal- 
ancing are not measured merely in dol- 
lars and cents, but in terms of mass 
psychology and political expediency. 
Every dollar extravagently spent was. a 
promise of another dollar would be 
spent. Every voter who cast his ballot 
in approval of such expenditures is a 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 
G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank. They are also the originators of the 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


send meson approval a copy of 
ane Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 


voter who may be lost by their cessation. 
Every Congressman. knows this. The 
budget can be balanced today, but it 
will not be balanced until Congress un- 
derstands that a majority of the people 
of this country demand it be balanced. 
When the great army of thrifty Amer- 
icans understands the facts, that demand 
will be promptly forthcoming. 

Probably even today no one would 
suggest that the Government could for- 
ever continue to spend in excess of its 
revenues. Therefore, everyone will ad- 
mit that a balancing of the budget at 
some time is essential to the continued 
prosperity and welfare of the nation. 
If we are prepared to admit that the 
budget could never be balanced, then 
necessarily we would be obliged to con- 
cede national bankruptcy with all that 
portends. If we say the budget can be 
balanced, then when, let me ask, will 
there ever be a better time than today 
in which to do so? Are we to wait until 
another depression hits us? Are we to 
wait until perhaps we are confronted 
with the expenses of a war? Certainly 
not! 

It matters not in the least what our 
views have been in the past as to the 
spending program of the Administra- 
tion. When an about-face is suggested, 
when savings are proposed, when a bal- 
anced budget is announced as an aim 
of the Government, we—everyone of 
us—in our own interest, as well as in 
the interest of our depositors and of 
the country, must recognize the impor- 
tance of doing everything to aid the 
Administration to save a great country 
from national bankruptcy. 


® 


GENERAL MOTORS MAY CAR 
SALES 


May sales of General Motors cars to 
dealers in the United States and Canada, 
together with shipments overseas, totaled 
216,654 compared with 222,603 in May 
a year ago. Sales in April were 238,- 
377. Sales for the first five months of 
1937 totaled 894,231 compared with 
952.237 for the same five months of 
1936. 





FORESTALLING INFLATION 


By Dr. Josepu E. Gooppar 
President, Society for Stability in Money and Banking 


HE simple and natural method of 

taking the rubber out of our dol- 

lars is to take the elasticity out of 
our total means of payment. By this 
I mean—the Reserve System should be 
given instructions to maintain substan- 
tially constant the total volume of cir- 
culating currency and of bank accounts 
subject to check. With these instruc- 
tions should be supplied sufficient legis- 
lative power to segregate checking ac- 
counts in our banks from both time and 
savings accounts, and to subject the vol- 
ume of checking accounts at all times 
to a quantitative control. Stability in 
the amount of means of payment is the 
principal element in stabilizing the 
value of the units for measuring value. 
The rubber in our dollars has come 
largely from the elasticity of deposits 
built into our Federal Reserve System. 
To remove the one it will be necessary 
to remove the other. 


Distortions from Turning Fixed 
Property Into Money 


Taking the rubber out of our Federal 
Reserve System, however, though an es- 
sential step in forestalling inflation, 
will correct but one of the two major 


defects that promote inflation. The 
most important element in the great 
smash of 1929, for example, seems to 
have been something quite different 
from mere elasticity. You will remem- 
ber that the cost of living index re- 
mained almost constant throughout the 
period from 1921 to 1929. And you 
will also find, if you look over your 
statistics, that the increase in volume of 
checking accounts and of currency was 
little, if any, faster than the growth of 
population and of productivity would 
seem to require. 

During this era, however, banks went 
into the field of financing long-term 
investments in a very large way. For- 
getting the time-honored banking prin- 


ciple that a commercial bank should 
restrict the use of its credit to loans for 
self-liquidating purposes, the emphasis 
was shifted to pure liquidity of the col- 
lateral offered. Instead, therefore, of 
advancing money today to finance the 
production or purchase of a commodity 
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The accompanying article is part 
of an address recently made by Dr. 
Goodbar at the Southern Session of 
the National Economic Conference 
held at Richmond, Va. Dr. Goodbar 
defines inflation as a ‘‘distorted de- 
velopment within our economic organ- 
ization, an unbalanced expansion, 
induced or financed by our money and 
banking system.’’ 


which, by its very nature, had to move 
into a consumer’s hands promptly, and 
was for that reason shortly to be re- 
placed by the consumer’s money, our 
banking system began to advance 
larger and larger quantities of credit 
for the purchase or construction of 
fixed property. 

When bank credit is loaned on any 
kind of property, or for the purchase 
or construction of any kind of goods,. 
the effect of the loan is to turn the prop- 
erty into the equivalent of money. In 
the case of loans of self-liquidating 
type, where the goods are shortly to be 
used up and replaced by this equivalent 
in money, this monetization can occur 
without violence to the processes of eco- 
nomic activity. The things monetized, 
in such cases, are destined to disappear 
through early consumption, and to 
replaced by money in the process. Ex- 
tending bank credit merely anticipates 
this process by a few weeks or months. 

When loaned on fixed property, or 
on securities representing fixed prop- 
erty, however, the situation is impor- 
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tantly different. This process is mone- 
tary magic, however commonplace in 
our experience. Extending bank credit 
on fixed property is essentially the same 
fatal idea that was advocated by John 
Law, two hundred years or so ago, for 
solving the financial problems of the 
French Regent. Alchemists in _ the 
Middle Ages hunted in vain for some 
means of turning lead into gold. It 
remained for modern American bankers 
to turn the bricks and mortar of a fac- 
tory into gold, by a simple and easy 
process of financial legerdemain. The 
feat was performed through a bank 
purchase of a security issue based on 
the property, or through its lending 
funds to someone else with that secu- 
rity pledged as collateral! The effect 
was to turn property into money with- 
out necessity for finding a buyer. 

To illustrate the economic results of 
policies such as this, I recently saw an 
estimate that in the early part of the 
1920’s we were constructing, in this 
country, some eight billions a year in 
new durable goods—and apparently 
this was about the equivalent of current 
savings at that time. Then began this 
process of monetizing, on a tremendous 
scale, the new durable goods under 
construction. Towards the end of the 
“new era” the volume of investment in 
new durable goods was estimated, in 
the same tabulation, at sixteen billions 
of dollars per year—or double the rate 
of a few years before. 

By 1929 this vast artificially financed 
or monetized construction work had 
produced so large an excess that hotels 
and apartment houses could not pay 
their fixed charges. Factories could not 
market enough’ of their productive ca- 
pacity to pay their operating expenses. 
Bank credit had financed promoters’ en- 
terprises until they had glutted the 
market and completely upset the eco- 
nomic balance. This was _ inflation, 
within the meaning of my definition. 
And it was damaging beyond calcula- 
tion. 

This type of inflation may readily 
be prevented, by correcting the lending 
practices that produce it. To prevent 
banks from misusing their power to use 


their own credit as money, by creating 
demand deposits based on fixed prop- 
erty, it is necessary to adopt only a 
few basic principles, and to enforce 
these rigidly. In the first place, de- 
mand deposits must be segregated from 
time and savings accounts, and the vol- 
ume of demand deposits must be regu- 
lated and maintained at a stable level, 
with allowance for growth, just as was 
suggested for taking the rubber out of 
our dollars. In the next place, the 
lending practices of banks, with refer- 
ence to these demand deposits, must be 
made to conform again with the tradi- 
tional banking principles. Demand de- 
posits may be loaned for self-liquidat- 
ing purposes, and any excess may be 
invested in Government obligations, 
with no other types of loan or invest- 
ment permitted. With the enforcement 
of these regulations, monetization of 
fixed property would not occur. 

With regard to time deposits and sav- 
ings accounts, it must be recognized 
that these fulfill an economic function 
entirely different from demand deposits. 
Instead of performing a monetary func- 
tion, as means of payment, they repre- 
sent funds which have been left with 
the bank for investment, and on which 
the bank is expected to pay interest. 
In handling such deposits, the bank is 
acting in the capacity of an investment 
trust, rather than as a means for cir- 
culating monetary payments, and the 
money is an investment fund that may 
properly be applied to investment uses. 

At the same time the owners of these 
investment funds cannot be permitted 
to exchange them without restriction 
for a checking account. To permit this 
would be no different from permitting 
the holder of investment securities to 
“cash them in” at the bank—a process 
which we have just seen as one of the 
major causes of the 1929 smash. It 
would involve monetizing fixed invest- 
ments. For the double purpose of pro- 
tecting the monetary stream from a dis- 
rupting influence, and of protecting the 
individual bank, therefore, it is neces- 
sary to impose adequate limitations on 
the right of withdrawal of funds from 
time and savings accounts. 
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Close friends —by telephone 


Father Knickerbocker and William Penn take first 
honors for inter-city telephoning. Records show 
that circuits connecting New York and Philadelphia 
carry more calls than any others of equal length. 

Throughout America, the telephone habit is 
stronger than anywhere else in the world. More 
than 26 billion calls are completed here each year. 

Such an enormous total shows how people de- 
pend upon the telephone in their every day affairs. 
And it spurs us on to make Bell System service 
still better, still more useful to you. 


BELL TELEPHONE SYSTEM 


Summary 


To forestall inflation, then, two major 
improvements in banking and in bank 
regulation are required. 


First, we must take the rubber out 
of our dollar, by giving stability to 
the total volume of our means of pay- 
ment—making due allowance for 
growth. 


Second, we must segregate demand 
deposits, representing means of pay- 
ment, from bank deposits that repre- 
sent funds left with banks for invest- 
ment. The lending and investing of 
the means of payment must then be 
restricted to self-liquidating loans 
and government obligations. 


These two measures, intelligently 
and diligently applied, will take most 
of the rubber out of our dollar, and 
largely prevent financial transactions 


‘ from feeding the forces of inflation. 


The resulting gain to stable progress 
should bring again into view that lost 
horizon, where individual freedom was 
consistent with prosperity and security 
for all who exercised energy, thrift and 
diligence. Whether or not the hands 
of Fate shall actually sever the shining 
threads of this American way of life, 
hinges, in the final analysis, on the 
willingness or the unwillingness of 
banking and business leaders to adjust 
their vision to the promise of this new 
horizon. 
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Some Essentials of Economic Stability 


HE patient’s powers of resistance 

are gaining the upper hand; the 

intoxicating substances have been 
eliminated; he is sitting up and ask- 
ing for food; he is getting back to 
work. But fear of a relapse is retard- 
ing his convalescence. Complete re- 
covery is checked by lack of confidence. 
That is the complication which is ag- 
gravating the well-known disease and 
preventing a definite cure. 

This lack of confidence, which is uni- 
versally deplored, springs from two 
sources: the menace of war and the in- 
security of individual rights. But 


whereas everybody, apart perhaps from 
a few maniacs, wishes to see the causes 
of war removed, a few people realize 
the harm done to the general welfare 
by a disregard of law and equity. 


* * * * * 


The law defines the monetary unit 
and the tokens by means of which 
money debts can be discharged. Ever 
since Solon made the drachma the 
equivalent of one-hundredth instead of 
one-seventy-third of the silver mina, 
governments have made wide use of 
this prerogative. 

Except in the Utopian case of a self- 
contained economic system, a modifica- 
tion in the value of the national cur- 
rency in terms of foreign currencies 
tends to alter the country’s trade bal- 
ance and the general course of its busi- 
ness by changing the ratio between do- 
mestic and external prices. One gov- 
ernment will endeavor to maintain the 
purchasing power of its currency in 
order to prevent a rise in the cost of 
imported commodities; another, reckon- 
ing on force of habit as a factor in the 
fixing of prices, will reduce the relative 
value of its currency in order to foster 
exports. Usually they seek to create 
such conditions as will cause their cur- 
‘rency to be more in demand than on 
offer abroad; thus they attempt to pro- 
cure to their nationals the amenities of 
inflation on the home market without 
depreciating their currency in relation 
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to others. Moreover, when the treasury 
holds or is in command of large quan- 
tities of monetary metal, it can derive 
considerable profit from raising the 
price of this metal in terms of the na- 
tional currency, and appropriating the 
increment. 

It may be necessary to devalue a 
given currency because other currencies 
are devalued, and a government may 
be right in preferring to alleviate the 
burden of imprudent commitments at 


The accompanying consists of se- 
lected extracts from the report of the 
board of directors of Societe Finan- 
ciere de Transports et d’Enterprises 
Industrielles (Sofina), Brussels. It 
is taken from a translation printed by 
Waterlow & Sons Limited, London. 


the expense of its creditors, rather than 
levy an excessive portion of the national 
income in order to meet them. Yet, 
whatever justification there may have 
been for manipulation, the desire either 
to maintain or to alter the value of the 
currency, or to remedy some effects of 
monetary instability, has perhaps been 
the chief cause of the profusion of laws 
enacted in the past few years. Mone- 
tary instability has thus become an in- 
exhaustible source of uncertainty, and 
has done much to shatter the sanctity 
of contracts. 


* * * * * 


Doubtless, by resorting to inflation, 
as also indeed by discouraging enter- 
prise, any government has the power 
to create an abundance of funds on the 
home market; it may even be able to 
borrow cheaply, since the small investor 
is like the bee, quick to forget that the 
hive has been raided and ever willing 
to go on gathering money. But no 
wonder there is a shortage of houses 
and apartments when building to let 
becomes a highly speculative proposi- 
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tion; no wonder that industry should 
cease to extend its plant when its out- 
put is liable to be burdened with un- 
expected costs, and inadequate maxi- 
mum prices may be fixed for its prod- 
ucts, 
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Uncertainty as to the future purchas- 
ing power of a currency is a well- 
known obstacle to long-term lending; 
it causes investors who would otherwise 
be content with a moderate return to 
refuse their aid to undertakings that 
require fixed capital at a low rate of 
interest. Uncertainty as to the future 
value of currencies in relation to one 
another is one of the main causes of 
the decline in international trade and 
the slowness of its revival. By an irony 
of fate, the very confidence inspired by 
a few currencies today is a source 
of commercial and financial disequilib- 
rium, because the countries in which 
foreign capital seeks refuge will take 
measures to protect themselves against 
inopportune inflation, while the others, 
in vain attempts to stop the flight of 
capital, will place further restrictions 
on imports of goods and transfers of 
money. A government that is unable 
to restore faith in its currency may go 
so far as to threaten its citizens with 
confiscation of their property if they 
decline to subscribe to its loans, or even 
with death if they seek to protect their 
savings by investing them in a safer 
currency. 

There is no field in which stability is 
a more pressing need than in the matter 
of currencies. Fixed rates of exchange 
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can be the outcome only of national 
laws based on international agreement. 


But international agreements are pre- 
cisely those that have suffered the most 
flagrant breaches in the course of the 
past few years. Speaking in Buenos 
Aires last December, Cordell Hull ap- 
pealed to the civilized world to re- 
establish international understandings 
and strengthen the regard for interna- 
tional law. If this appeal remains un- 
heeded the world will be plunged into 


greater confusion. 
* * * * * 


An economic system based on volun- 
tary exchanges of goods and services, 
a happy codperation between _ inde- 
pendent nations—in other words, con- 
certed action towards greater welfare 
in the bracing atmosphere of liberty— 
presupposes as an essential condition 
the sanctity of contracts. 


New Business for the 


Trust Department 
By T. T. WELDON 


A complete treatise on the adver- 


tising problems of the trust 


department 
Price $5.00 
BANKERS PUBLISHING CQ: 
465 Main St., Cambridge, Mass. 





Some Recent Banking Decisions 


DEPOSIT OF CORPORATION’S 
CHECK IN OFFICER’S 
ACCOUNT 


A bank should not permit an officer 
or employe of a corporation to deposit 
in his individual account a check which 
is payable to the corporation unless the 
bank is certain that the officer or agent 
is authorized to make such use of the 
check. The reason is that, if it is later 
found out that the officer or agent acted 
without proper authority and the pro- 
ceeds are not accounted for to the cor- 
poration, the bank will be liable for 
the amount. 

Cases of this kind are a continual 
source of serious loss to banks. When 
a bank sustains a loss in such a trans- 
action it has no one to blame but it- 
self. It knows, or should know, that no 


officer of a corporation has authority to 
deal with the corporation’s assets as if 


they were his own. When it permits a 
check payable to a corporation to be 
deposited by an officer in any account 
except that of the corporation it as- 
sumes that the officer has this authority. 
If the officer, in fact, has no such au- 
thority and the proceeds are not ac- 
counted for to the corporation, the bank 
has, by its own act, shouldered the risk. 
In the recent case of Quanah, Acme & 
Pacific Railway Co. v. Wichita State 
Bank & Trust Co., 93 S. W. Rep. (2d) 
701, 53 B. L. J. 549, the Supreme Court 
of Texas held that a bank, which per- 
mits an officer of a corporation to de- 
posit in his personal account drafts pay- 
able to him as such officer will not be 
responsible to the corporation for sums 
which the officer thereafter wrongfully 
converts to his own use, at least where 
such deposits have been made by the 
officer over a period of six years with- 
out complaint from his corporation. 
The facts in the case show that the 
plaintiff railroad company kept its regu- 
lar deposit in a bank in Quanah, Texas. 
Over a period of six years, the treasurer 
of the railroad company, Hawkins, 
caused the depository bank to issue bills 
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of exchange (or bankers’ drafts) pay- 
able to him as treasurer. He deposited 
these drafts in his individual account in 
the defendant bank, located at Wichita, 
some eighty miles distant from Quanah, 
later withdrawing the money and apply- 


Each month THE BANKERS 
MAGAZINE will publish several di- 
gests of recent court decisions of in- 
terest to bankers. For further par- 
ticulars on these and other banking 
law cases the reader is referred to our 
affiliated publication, THE BANK- 
ING LAW JOURNAL. 


ing it to his own uses. In this manner, 
the treasurer appropriated a sum in ex- 
cess of $63,000 belonging to the rail- 
road. 

In many cases of this kind a distinc- 
tion has been drawn by the courts be- 
tween the situation in which the deposit 
is made by a trustee such as an executor, 
guardian, etc., and the situation in which 
the deposit is made by an officer of a 
corporation. The courts have held that 
a bank is not put upon notice when a 
trustee offers paper payable to him in 
his trust capacity for deposit in his in- 
dividual account. The bank is per- 
mitted to assume that the trustee will 
devote the funds deposited to the pur- 
poses for which they were intended and 
does not become liable until it has 
knowledge that the funds are being di- 
verted or participates in the diversion, 
as where it permits the trustee to use 
the trust funds in settlement of his per- 
sonal debt to the bank. The courts have 
also held that a bank is put upon in- 
quiry where it permits a corporate offi- 
cial to deposit in his individual ac- 
count funds known to belong to the 
corporation and that, in such cases, the 
bank becomes liable for any misappro- 
priation by the corporate officer irre- 
spective of its knowledge or want of 
good faith. 
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In the present decision, the court re- 
fused to recognize this distinction and 
held, for the State of Texas, that the 
same rule which applies to deposits by 
a trustee also applies to deposits by an 
officer of a corporation. 

This decision, along with several 
others on the same point, was published 
in the April issue of The Banking Law 
Journal. 


BANK ASSUMES RISK IN CASHING 
CHECKS PAYABLE TO ITS ORDER 


Checks are sometimes made payable 
to the order of a bank on which they 
are drawn for reasons sufficient to the 
drawer. A bank should use caution 
when cashing a check drawn in this 
form, particularly where the check is 
presented by an employe or agent of 
the drawee with a request for cash. In 
the case of Main -Belting Company v. 
Corn Exchange National Bank & Trust 
Company, 188 Atl. Rep. 865, the Su- 
preme Court of Pennsylvania brings out 
the point that, when a check payable 


to the order of the drawee bank is pre- 
sented for cash by the depositor’s em- 
ploye, there is a duty on the bank to 
make sure that the depositor did not in- 
tend to have the check used in some 
other manner. 


It appeared that the plaintiff cor- 
poration kept a checking account in the 
defendant bank. The company had a 
number of traveling salesmen and it 
was their custom, while on the road, 
to draw on the company for expense 
money and to send such drafts to the 
defendant bank. Upon receiving such 
a draft, the bank would advise the com- 
pany by telephone that the draft had 
been received. The plaintiff would then 
draw a check payable to the defendant 
bank for the amount of the draft and 
send it to the bank for the purpose of 
covering the draft. Each of these checks 
bore a notation in the lower left hand 
corner consisting of the word “draft” 
and the name of the salesman whose 
draft the check was intended to pay. 

The treasurer of the plaintiff company 
was authorized to draw against its 
checking account and the company had 


filed with the bank a copy of a resolu- 
tion which it had adopted and which 
authorized the bank to pay checks from 
the funds of the company on deposit 
with it “upon and according to the 
check of the company.” 

The treasurer of the company drew a 
series of forty-five checks, all payable 
to the order of the defendant bank. 
Some of them were drawn on the de- 
fendant while others were drawn on an- 
other bank in which the company also 
had a checking account. The treasurer 
personally presented the checks to the 
defendant bank and, at his request, re- 
ceived the face amount in cash. The 
checks did not, in fact, represent 
amounts due on drafts drawn by the 
company’s salesmen and the treasurer 
appropriated the proceeds of the checks 
to his own use. It was held that the 
bank was responsible to the company 
for the amount thus wrongfully taken 
by the treasurer. Said the court: 

“That checks are made payable to a 
bank when it is desired to transfer 
funds to it from another bank, or to 
purchase a draft or pay a debt due the 
bank, is perhaps common enough, but 
if a bank with the limited authority 
shown in this record treats such a check 
as payable to bearer, it takes the risk.” 

It appeared that the treasurer was not 
required by the defendant bank to in- 
dorse those checks which were drawn 
on the defendant at the time of cashing 
them. Consequently, when the checks 
were later returned to the plaintiff, 
there was nothing on them to indicate 
that they had been used otherwise than 
for the purpose of meeting drafts drawn 
by the plaintiff's salesmen. There was 
nothing to put the plaintiff company on 
notice that the checks had been im- 
properly used or that the proceeds kad 
been wrongfully dealt with. 

Some banks require depositors, send- 
ing checks to the bank by an employe 
or agent for the purpose of obtaining 
cash, to draw such checks to the order 
of the bank “for cash.” This would 
seem to be a good rule to place in effect. 
The bank is thereby protected against 
liability in a case such as the one here 
under discussion and, if the check is 
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lost, the finder cannot deal with it as 
he might with a check which is pay- 
able to “cash.” 

This decision was published in full 
in the April issue of The Banking Law 


Journal. 


PAYING NOTES WITHOUT TAKING 
THEM UP 


A Federal Reserve bank which has 
loaned money to a member bank on the 
security of notes pledged by the mem- 
ber bank, may enforce the notes against 
the makers and indorsers even though 
the latter have paid the notes to the 
member bank prior to maturity. 


This was decided by the Court of 
Errors and Appeals in the case of Fed- 
eral Reserve Bank v. Gettleman, 180 
Atl. Rep. 86. 

In this case, the defendants were 
liable to an Atlantic City bank on four 
notes aggregating about $9500. They 
were liable on two of the notes as mak- 
ers and on the other two as indorsers. 
Two of the notes fell due on January 


30, 1933, one on February 20, 1933, 


and one on February 28, 1933. On 
January 27, three days before the first 
of the notes became due, the defendants 
paid the notes in full to the bank. The 
bank, however, did not return the notes 
to the defendant, the reason being that, 
prior to the payment of the notes, the 
bank had pledged them with the Fed- 
eral Reserve Bank of Philadelphia, of 
which it was a member, as security for 
a loan. On January 30, the member 
bank failed. It was held that the Fed- 
eral Reserve Bank was entitled to en- 
force the notes against the defendants. 
A member bank is not the agent of its 
Federal Reserve Bank for the purpose 
of collecting notes except in cases where 
the Federal Reserve Bank has sent the 
notes to the member bank for collection. 


It appeared that the defendants paid 
the notes to the member bank with 
checks drawn on the member bank and 
on one other bank. The proceeds of 
these checks were not transmitted to the 
Federal Reserve Bank. In fact the de- 
fendants’ checks which were drawn on 
the member bank were not charged 


against the defendants’ account and the 
balance sheet later sent to the defend- 
ants showed a balance including the 
total of the checks. 

The decision points out the risk which 
is assumed by one who is liable on a 
note when he pays the note without 
taking it up. 

This decision was published in full 
in the April issue of The Banking Law 
Journal. 

(0) 


“A MEASURE OF VALUE” 


THE other Saturday morning I brought 
my 3rd son, John, aged 8, up to town. 
In Old Broad Street I spotted a van 
delivering bars of gold to one of the 
banks and thought it interesting enough 
to point out to him. One of the van- 
men was good enough to invite John to 
hold a bar for a second. Of course, 
400 oz. is too much for a child to hold, 
but he did get the feel of one corner 
of it—worth, what?—-£2000? 

When it was explained to him what 
he was holding his only comment was, 
“I wish it were chocolate!”—which, I 
think, needs no further comment. 

It does remind me, however, of an- 
other Saturday morning a few weeks 
back when another lorry was seen de- 
livering gold bars to the Guaranty 
Trust office in Lombard Street before 
the gaze of a crowd of admirers. On 
the other side of the street another dray 
was delivering crates of bottled beer to 
Barclays Bank—with no one watching. 

I can’t help thinking the watchers 
were on the wrong side of the street. 
—The Editor of Branch Banking (Lon- 
don). 


PERSISTENCE 


NoTHInc in the world can take the place 
of persistence. Talent will not: noth- 
ing is more common than unsuccessful 
men with talent. Genius will not: un- 
rewarded genius is almost a proverb. 
Education will not: the world is full of 
educated derelicts. Persisténce and de- 
termination alone are omnipotent.— 


Calvin Coolidge. 





How Not to Be Successful Bank Executive 


N his recently published book* “In- 

l surance and Banking” Herbert L. 
Davis cites the following anecdote as 

an example of how not to succeed in 
banking. It contains a sound lesson in 
public relations: 

“At this point, it is desired to show 
you how not to become or remain a 
successful executive officer of a banking 
institution. This concerns the banking 
affairs of an admirable little lady, ap- 
proaching the evening time of life. She 
had been, perhaps, unduly sheltered and 
protected from the worries inseparable 
from business transactions. The recent, 
sudden death of her husband, cast heavy 
responsibilities upon her in handling a 
very extensive estate, although particu- 
larly free from complex financial prob- 
lems. It was seen by me very early 
after she was acquainted with the pro- 
visions of her late husband’s will, giv- 
ing her, as executrix, the widest possible 
latitude and discretion in all matters 
(particularly with regard to certain 
charities concerning which he had ex- 
pressed preferences). First of all, that 
it was highly essential, with the view 
of trying to assuage her grief and keep 
her mind healthfully occupied, that she 
should devote much of her time and 
energies toward becoming thoroughly 
familiar with the estate affairs. 

“All banking matters were. left with 
the institution where her husband, in 
his lifetime, had transacted business. It 
was a competing bank located near my 
own, but it was the farthest thing from 
my mind to ever make any suggestion 
about transferring the accounts to my 
own institution. This little lady is very 
trustful and generous-hearted. She in- 
dulged in what developed to be a costly 
habit of signing checks in blank; she 
was bitterly imposed upon by recreant 
persons, so that practice has ceased for 
all time. In teaching her fundamentals 
of banking, we adopted the plan of hav- 


—_—— 


*“Insurance and Banking” by Herbert 
L. Davis. Boston: Christopher Publishing 
House. $4.50. 


ing her secretary paste to the respective 
stubs in her three-page check book, all 
paid and cancelled checks, and adopted 
other means to reflect true balances, so 
that her records would be in accord 
with bank statements. Previously, I 
had good-naturedly chided the little 
lady about slip-shod methods, and even 
told her about a recently married young 
man who did the generous thing by de- 
positing a substantial sum in a bank to 
the credit of his bride, at the same time 
presenting her with a copious sized 
check-book. Before long, trouble be- 
gan through over-drafts, and the first 
explanation received from the young 
bride was to the effect that she had not 
used all of the checks which her hus- 
band had given her. The bride even 


offered to draw another check from that 
same fatal check-book, without any ad- 
ditional deposit, and make good the 
over-draft. Everything has been highly 


satisfactory since the ‘harrowing details’ 
were explained to hubby. 

“Adverting to the matter of how not 
to become, or continue as a successful 
banker, the executrix referred to, found 
after painstaking effort, that her re- 
tained records and documents needed 
reconcilement with recent bank state- 
ments. She took the statements, etc., 
to an executive of our neighboring 
bank, without consulting me, as she was 
beginning to take pride in her work. 
It developed that the difference existing 
was comparatively small, but being a 
rather active account, the executive tes- 
tily said to her, in effect, that he would 
rather make good the difference from 
his own pocket than go over all the 
items involved. Now, whether the 
executive was suffering from dyspepsia 
or enlargitis of the coca (the latter be- 
ing another name for swelled-head), 
has never been disclosed. She forth- 
with left his bank, stating that she was 
not seeking any contribution from him, 
except guidance and information,” to 
which she felt she was properly entitled. 
The bank complained of was right, as 
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How to Analyze a Bank Statement 


By F. L. GARCIA 


———————— Statistician 
—" Holt, Rose & Troster 

New York 
T is the purpose of this booklet to discuss from the practical standpoint some 
I accepted methods of bank statement analysis. Although the analyst can only 
be as good as the data at his disposal, the greater detail now available in 
bank statements is imparting to statement analysis a real significance many 

times lacking in the past. 


@ Mr. Garcia first considers the bank statement taking up item by item the 
various entries which appear under assets and liabilities. He then goes on to 
discuss the “intangibles” which must be considered in appraising the quality of 
bank management. He then considers the process of analysis particularly with 
reference to various standard ratios which are indicative of a bank’s strength or 
weakness. The last section is devoted to an analysis of a bank’s earnings. 


@ An appendix gives a number of important tables showing how different bank 
ratios have changed during inflationary and deflationary periods. 
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usual, with respect to its figures, but or giving just cause of offense. The 


its representative took a most offensive 
way to so tell its depositor. In that 
same bank, I know a number of keen- 
minded, talented juniors who would 
have been willing to have gone over the 
matters in a courteous way, and made 
it convincing that the errors were on 
the part of the depositor. The astound- 
ing thing is that the executive did not 
have sense enough to call in one of 
those juniors. The upshot of the whole 
matter was that the executrix, imme- 
diately following the deplorable inter- 
view, came to me with explicit instruc- 
tions to terminate all relations with the 
offending bank; withdraw all balances 
and have my own bank named as sole 
depository; otherwise, she would select 
another bank, distant from Washington, 
where she was known and respected. 
“The result of the whole matter is 
that the executrix is happy with us, but 
has concluded that she cannot become 
an expert accountant. But our special- 
ists are anxious to serve her best inter- 
ests at all times, without intermeddling 
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banking relations have been so cordial 
and satisfactory that she has designated 
our bank as executor of her own estate, 
along with a lawyer who served her 
late husband in the creation of the lat- 


ter’s estate.” 
® 


MEN WITH RESPONSIBILITY 
NEEDED 


We must have men who have a sense 
of responsibility to the economic order 
as a whole. Managerial policies must 
be built not only with the welfare of a 
particular institution in mind but also 
with a view to the influence of the in- 
stitution upon the entire banking sys- 
tem and upon the economic structure 
as a whole.—Tom K. Smith. 


© 


THE PAST’S WATCHFUL EYES 


One hundred and fifty years are look- 
ing down upon us and upon the Con- 
gress that has taken an oath to sustain 
this Constitution. —Raymond Moley. 





Lessons of the Depression 


Ben Johnson Points Out Some Rules 
For Better Banking « « « 


T the annual convention of the 
Maryland Bankers Association, Ben 
Johnson, special assistant to the 
board of directors of the Reconstruction 
Finance Corporation, pointed out a few 
lessons which he thought bankers should 
have learned from the past seven years 
of banking experience. In the course 
of his remarks he said in part: 

“Safety of investment rather than 
large dividend returns should attract 
investors to the ownership of bank 
stock,” he declared. “Bank manage- 
ment’s objective should not be centered 
on having the biggest institution in 
town, but rather on having the best bank 
that honest purpose and intelligent ef- 
fort can produce. 

“Furthermore, those who would enter 
the employ of bank stockholders should 
regard the service as a_ professional 
career—a profession in which thrift is 
a crowning virtue but greed a gnawing 
vice. Bank officers should be adequately 
compensated so that they do not need 
to dissipate their energies and capac- 
ities in efforts ‘to make money on the 
side.’ The past seven years have demon- 
strated that the idea of banking as a 
business opportunity is passé for the 
bankers and fresh emphasis has been 
given to banking as a_ professional 
career. 

“The directors should be men who 
are non-borrowers—certainly non-bor- 
rowers from the institution which they 
have sworn to direct. 

“Borrowing officers and directors lost 
the courage of leadership when the 
crisis came and they themselves were 
unable to repay their own borrowings. 

“The morale and leadership of many 
institutions that have had trouble in 
the recent past have been broken down 
because of the violation of this prin- 
ciple. This is a most vulnerable point 
for the collapse of banking ideals. 


“That stockholders should be more 
interested in the safety of their invest- 
ments than in large dividend returns is 
ideal, but an ideal which should make 
adequate capitalization an easier task. 
This would also facilitate directors’ de- 
cisions not to declare dividends from 
earnings when earnings are needed for 
capital requirements. 

“Bank management should regard 
depositors’ funds first, last and all the 
time as a trust. As useful to the re- 
storation of confidence as the operation 
of the FDIC has been to the banking 
structure of the country, it is wrong for 
management to place such reliance upon 
the guaranty fund for the safety of de- 
posits that the management’s morale or 
feeling of responsibility should be less- 
ened. 

“Therefore, safety and availability of 
funds rather than profit must be the 
primary consideration in lending or in- 
vesting these funds. 

“With this ideal in mind, none of the 
depositors’ funds will ever be invested 
in banking homes of branch offices. 
Funds for these purposes should be pro- 
vided by stockholders; and more, stock- 
holders’ funds should cover all fixed 
investments of the bank and in addi- 
tion provide a comfortable margin of 
operating assets. 

“Next it should be remembered that 
every loan made must finally be repaid, 
either by the borrowers, the stockhold- 
ers or the depositors. The greatest 
tragedy of the recent crisis has been 
that so many depositors have had to pay 
so many loans which they had no voice 
in making. Another tragedy to the bor- 
rowers and the banks has been that 
borrowers have been allowed to misin- 
terpret the terms of the note and to 
make it read ‘I promise to renew,’ 
rather than ‘I promise to pay.’ 

“While self-liquidating paper is the 


47 





A Valuable Aid for Every Bank 
Handling Personal Trusts . . . 


Personal Trust Administration 


By CUTHBERT LEE 


ERE for the first time the trust officer and employes of 
trust departments have definitely in writing the ac- 
cumulated knowledge regarding the handling of personal 
trusts which has hitherto been slowly, laboriously and inac- 
curately handed down from one bank generation to an- 
other—taught and learned by word of mouth. The entire 
procedure for administering personal trusts is here described 
in detail—based on the practice of the most efficient trust 


companies. 
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preferred type of loan, at this time it 
would appear that the average bank 
would be justified in having a reason- 
able percentage of longer term paper 
in its portfolio, the percentage being 
determined by the turnover of the de- 
posits, provided of course that regard- 
less of the margin of the security at 
the time the longer term note is made, 
a definite and satisfactory amortization 
program is agreed upon and is to be 
enforced. 

“Only the highest grade bonds should 
find their way into a bank’s portfolio. 
Not rates, but safety should control the 
purchase of bonds. Further, whether 
the investment account is made up of 
the highest grade industrials, munic- 
ipals or Government bonds, these 
bonds should be bought for income 
rather than for market profit; and it 
would be ideal if only the interest on 
such investments were put into the cur- 
rent profit account of the bank. If the 
bank is so fortunate as to make a mar- 
ket profit on such transactions, cer- 
tainly an adequate portion of such 
48 


profits should be put into a reserve ac- 
count, because recent experience has 
proven that even Government bonds, 
the most highly rated securities .in the 
world, are subject to market fluctua- 


tions. Interest rates have always been 
and always will be variable. 

“Finally, let it be said that if we find 
it hard to follow our ideals in loans 
and investments, let us always remem- 
ber that it is easier to justify low earn- 
ings to stockholders than to satisfac- 
torily explain losses, either to stock- 
holders or depositors.” 


@ 


BANKING MUST BE MORE THAN 
SOUND 


BANKING operations and policies of the 
past, even in the best banks, were often 
so directed towards technical sound- 
ness that they frequenty failed to sense 
popular viewpoints and sentiments. . . . 
Sound banking done in an unpopular 
way may prove, under stress, not to 
have been so sound after all—F. N. 


Shepherd. 





BOOKS FOR BANKERS 


INSURANCE AND BANKING; EXAMINA- 
TIONS AND ACCOUNTING. By Herbert 
L. Davis. Boston, Mass.: Christopher 
Publishing House. Pp. 227. $4.50. 


Tuts book deals with various aspects 
of the work pertaining to examinations 
of and reports on insurance and bank- 
ing institutions, including numerous and 
varied accounting phases. It is based 
on reports (confidential until formally 
released) rendered by the author as 
Special Master, Referee and Court 
Auditor, under appointment by the Su- 
preme Court, District of Columbia. 

These reports and findings, duly 
ratified by the courts, give authorita- 
tive interpretation of highly important 
questions almost daily arising in the 
work of accountants, lawyers, insurance 
and bank officers engaged in similar 
work, 

After reading this book George E. 
Roberts, vice-president of The National 
City Bank of New York, wrote the 
author: 

“T have been reading your new book 
and I am moved to say that I have 
found much pleasure and information 
in doing so. I could hardly lay it 
down until finished, which is much to 
say of a book covering these subjects. 
For dependable, illuminating data of 
this kind, I know of no book of equal 
value dealing in such a readable way 
with the subjects so ably presented.” 


THE PurcHASE OF COMMON STOCKS AS 
Trust INVESTMENTS. By C. Alison 
Scully. New York: The Macmillan 
Co., 1937. Pp. ix-82. $1.00. 


For many years past it has been con- 
sidered obligatory upon a_ trustee, 
whether required by the deed of trust 
or not, to invest trust funds only in fixed 
interest-bearing securities or mortgages. 
Any trustee who did otherwise, es- 
pecially if he bought common stocks, 
would be considered as having done so 
at his own risk. However, with the 
changing conditions which have come 
about in recent years, many trustees are 
asking whether they are not just as re- 


sponsible to the beneficiary for protec- 
tion against loss in purchasing power 
of the income from the trust funds -as 
against loss of the capital value of the 
assets of the trust. If this is the case 
then the question is at once raised as 
the propriety of investing in common 
stocks as a means of partial protection 
against loss of purchasing power of 
trust funds. 


If the trustee is restricted by the terms 
of the deed of trust to investment of the 
corpus of the trust in the so-called 
“legal” securities, his hands are tied 
and he must remain within the limits 
of the deed. On the other hand, if the 
deed of trust specifically grants him 
the power to invest in common stocks, 
he is not handicapped in this respect. 
This does not mean, of course, that he 
has the liberty to purchase “wild-cat” 
stocks and accept no responsibility for 
loss if it ensues. There is still a third 
class of trust deeds that neither grant 
nor withhold the authority to invest in 
common stocks. What is the position of 
the trustee under these circumstances? 
In part, of course, it is limited by the 
statutes of the state under whose laws 
the trust fund is being administered. 
In general, however, it may be said that 
a trustee under such conditions may, 
under certain circumstances, invest in 
common stocks. 


The question of the legal status of 
the trustee under such circumstances is 
discussed by the author at some length 
and the controlling cases are cited. It 
points out that what appear to be con- 
flicting decisions may not necessarily 
be so in fact. He calls attention to the 
fact that the answer depends on the in- 
terpretation of what is a reasonable 
and proper investment for trust funds. 

From this point he turns to a con- 
sideration of the times and circum- 
stances when it may be appropriate and 
fitting for trust funds to be invested in 
common stocks. In brief, it may be 
said such investments may be made 
when they may be truly considered as 
investments and not speculations. This, 
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in turn, depends in part on the char- 
acter of the stock which is to be pur- 
chased. Stocks of new and unseasoned 
companies would rarely be looked upon 
as investments. On the other hand 
stocks of such companies’ as the Amer- 
ican Telephone and Telephone Co. and 
General Electric Co. would be so re- 
garded from this standpoint. A further 
consideration is the time in the busi- 
ness cycle when such purchases are 
made. If consummated at the peak of a 
boom they could hardly be thought of 
as investments, but if purchased shortly 
after the upward turn following a de- 
pression there would be excellent rea- 
sons for so thinking of them. 


The author concludes his book with 
an analysis of the position of common 
stocks in a time of inflation. As a 
practical illustration, he cites what has 
been the experience of some of the 
larger endowed universities and com- 
ments on the substantial increase in the 
proportion of the funds of some of 
them that have been invested in com- 
mon stocks during the past few years. 


This little book is one of the first 
that has been written on this subject. 
It should be of help to trust officers and 
others who are responsible for the ad- 
ministration of trust funds. 


Business Executives’ HanpBoox. Ed- 
ited by Stanley M. Brown. New 
York: Prentice-Hall. Pp. 1281. 
$7.50. 


Ir would be difficult to imagine a more 
useful compendium of information for 
the desk of the average business execu- 
tive than this handy volume which is 
designed to provide, within the covers 
of one book, direct and practical an- 
swers to the business man’s questions 
and problems. The information con- 
tained in its pages will be found to be 
specific and to the point. Forms, 
tables, short cuts, listing of facts, out- 
lines of procedure—these will save the 
business man time, trouble and expense. 

The following list of sections in 
which the book is divided will give 
some idea of the thorough manner in 
which it treats of various subjects of 


interest to the busy executive: Business 
mathematics; business letters; selling 
by direct-mail; advertising; sales con- 
tracts and forms; purchasing pro- 
cedure; insurance; credits and collec- 
tions; dealings with embarrassed debt- 
ors; financial statements; types of busi- 
ness organizations; partnerships; direc- 
tors, officers and stockholders; corpo- 
rate meetings, minutes and resolutions; 
increasing profits through budgetary 
control; life insurance, annuities and 
estate planning; telegraph, telephone 
and postal information. 


Bank Crepit As Money. By John R. 
Walker. _ New York: Harper & 
Brothers, 1937. Pp. 158. $2.00. 


THE author has discussed in this little 
book a subject of the greatest impor- 
tance to bankers and business men. 
In the first part of the volume he has 
given a succinct account of the function 
of bank credit as it is generally under- 
stood by bankers and economists. He 
has drawn the distinction between bank 
credit and money which is so often ob- 
scure in the mind of the layman. His 
discussion of the principle of bank 
credit inflation is also enlightening. He 
calls attention to the practical differ- 
ence between savings or time deposits 
in commercial banks and deposits in 
the mutual savings banks. Theoretically 
time deposits in both kinds of banks 
should, and under some conditions do, 
have practically the same significance. 
In periods of financial stress, however, 
they frequently are quite dissimilar in 
their incidence on the banking and busi- 
ness situation. On the whole the first 
part of the book represents a real con- 
tribution to the literature on banking. 

When the author approaches the ques- 
tion of reserves, their function and the 
ways in which they should be computed, 
he presents ideas that are somewhat 
novel in character and which will 
hardly pass a rigorous analysis. He 
advances the concept that the capital 
and surplus of banks are the only real 
reserves for deposits. He fails to discuss 
the fact that usually a substantial por- 
tion of the funds which are obtained 
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from this source are invested in bank 
buildings and hence are among the most 
illiquid of the assets of the bank. He 
further advocates that the reserves of 
the bank should be computed on the 
basis of the maturity (as a measure of 
the liquidity) of the assets in which the 
funds of the bank are invested. He does 
not point out that reserves are essentially 
reserves against deposits and must 
necessarily be predicated on the amount 
of the deposits. He is quite right, of 
course, in the fundamental idea that he 
has in mind that the more liquid the 
earning assets of the bank, the smaller 
may be the cash reserves of the bank. 
It is to be hoped that the author may 
find the occasion to clarify the presen- 
tation of his ideas in some future vol- 
ume. He has seized upon a fundamen- 
tal idea of real practical value, but his 
theoretical analysis of it is not sound. 
The book closes with a discussion of 
what the author calls “an authentic 
dollar” and the relation of the Gov- 
ernment debt to the rehabilitation of the 
monetary system. Unfortunately the 
author did not think enough of his book 
to prepare an index. 


The great value of this book lies in 
the fact that it stimulates thought on 
the subject under discussion. The 
author is never dull and compels the 
reader to agree or disagree with him. 
If the latter, there is a constant urge to 
organize a rebuttal. 


THE Common Stock THeEory oF In- 
VESTMENT. By Chelcie C. Bosland. 
New York: Ronald Press. Pp, ix-154. 
$2.50. 


In this book the author, who is profes- 
sor of economics at Brown University, 
presents a clear, understandable sum- 
mary of the findings, methods and as- 
sumptions of all the important factual 
investigations made in recent years into 
this widely discussed but much misun- 
derstood theory. He has brought for- 
ward, into line with recent develop- 
ments, the analyses which able authori- 
ties have made of the results of long- 
term holdings of common stock. He 
weighs and considers both favorable 


and unfavorable evidence, including 
studies undertaken to test the “common 
stock idea” in the light of depression 
experience. More important still he 
points out the bearings of these find- 
ings on present-day investments. 


“Were Are WE Goinc?” By E. C. 
Harwood. Cambridge, Mass.: Amer- 
ican Institute for Economic Research, 


1937. Pp. 92. $1.00. 


Tuis little book is a concise analysis of 
existing economic conditions and a fore- 
cast of the immediate future. The 
author believes that there are very def- 
inite indications of recovery and holds 
that the next year or so will see the 
present trend maintained. He appreci- 
ates that there are various obstacles in 
the way of rapidly increasing prosper- 
ity, the most important of which are 
political rather than economic in their 
nature, but he feels that the “weight of 
the evidence” is in favor of increasing 
economic activity. 

One of the best portions of this book 
is that devoted to analysis of the eco- 
nomic effects of the political projects 
of the “New Deal.” He brings out in 
an unbiased and dispassionate manner 
the evident results which are attendant 
upon the misguided and ignorant ef- 
forts of the reformists in the present 
Government. 

The value of the present booklet lies 
not so much in the novelty of the 
material presented but in the concise 
and balanced manner in which exist- 
ing conditions and their probable con- 
sequences are analyzed. It is a booklet 
which can be read with both pleasure 
and profit. 


Ir INFLATION Comes WHat Can You 
Do Asout It? By Roger W. Bab- 
son. New York: Stokes. Pp. x-204. 
$1.35. 


In this book one of the country’s lead- 
ing statistical experts tells of the safe- 
guards and hedges that may be taken 
by the average investor and property 
owner to protect themselves against in- 
flation. In seven simply written, highly 
interesting chapters he describes: 
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1. The background of the last four 
years. 

2. What inflation really is. 

3. How inflation comes to an end 
and how it may conceivably be headed 
off. 

4. How inflation affects different in- 
dustries—with detailed comment on 
each basic industry. 

5. Supposed ways by which the in- 
dividual may protect himself against 
inflation. 

6. What happened in Europe under 
inflation. 

7. The only safe hedges—rebuild- 
ing of American character, investing in 
one’s children, etc. 


Money: Wuat It Is ano Wuat IT 
Doers. By Frank D. Graham and 
Charles H. Seaver. New York: New- 
son & Company. Pp. 158. $1.00. 


Ir seemed to the authors of this book 
that most treatises on the subject of 
money were too formidable and tech- 
nical to interest many readers and that 
others were centered in propaganda for 


some cherished theory or policy. They 
felt that something different about a 
subject so much discussed would serve 
a good purpose. 

Bankers will find this little volume 
excellent to recommend to depositors 
anxious to acquire a clearer under- 
standing of what has always been a 
difficult subject for the average layman. 
They will also find it useful to refresh 
their own understanding of a subject 
so closely related to banking. 


“We or THEY”: Two Wor Ds In Con- 
FLIcT. By Hamilton Fish Armstrong. 
New York: Macmillan. Pp. 106. 
$1.50. 


THE author of this book, who is editor 
of “Foreign Affairs,” sees two rival and 
wholly incompatible conceptions of 
life—the democratic and the dictatorial 
—locked in conflict all over the world. 
Using the “case method” of quotation 
and example, he characterizes with 
brutal accuracy the system of the dic- 
tators, alike Communist and Fascist. 


He tells why he thinks they can be 


beaten in their struggle for supremacy 
and survival by all those who believe in 
freedom strongly enough to defend it 
actively and with confidence. 

In a telling chapter which measures 
the great gulf fixed between the two 
systems, Mr. Armstrong compares the 
democratic and dictatorial ideologies 
in law, art, literature, science, phil- 
osophy, education, sport and religion. 
He shows how the dictators pervert the 
dictionary; how history is called back 
and rewritten; how law becomes party 
expediency or personal whim; how all 
interchange of serious ideas ceases be- 
tween ourselves and people who say: 
“We do not know or recognize truth 
for truth’s sake.” 


BANKING AND THE Business CYCLE. 
By C. A. Phillips, T. F. McManus 
and R. W. Nelson. New York: Mac- 
millan. Pp. iv-274. $2.50. 


THE authors explain their purpose in 
their preface as follows: 


“The task that is attempted in this 
book is a contribution to an under- 
standing of the banking and financial 
events of the War and post-War period 
as the underlying causes of the Great 
Depression in the United States. There 
were many causes which contributed to 
this collapse; among others, mention 
might be made of misguided tariff 
policy, war debts, monopolistic prac- 
tices. Our failure to accord certain 
non-monetary phenomena special treat- 
ment is not to be construed as disre- 
garding their influence; we have pre- 
ferred to focus attention upon those 
causes which we believe to be pre- 
dominantly basic. 

“There is good reason for this be- 
lief. In no previous depression have 
all of the same non-monetary phe- 
nomena been absent. The financial mis- 
takes of the past two decades are not 
dissimilar to those of England during 
and following the Napoleonic Wars, and 
the inflation of the Civil War and the 
depression of the ‘seventies bear strik- 
ing resemblance to the recent upheaval; 
the follies of the ages are repeated 
again and again. It is a melancholy 
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fact that each generation must relearn 
the fundamental principles of money 
in the bitter school of experience. The 
inflationists, it would seem, we have 
always with us. It is nevertheless a 
duty of economists to devote attention 
to periodic reiteration of the ancient 
truths of monetary science; it is neces- 
sary to make as familiar as possible 
the workings of the financial machinery 
if further errors are to be avoided in 
the future. It is to the mismanagement 
of the monetary mechanism that most 
of our recent troubles are chiefly as- 
cribable. And with the juggernaut of 
another inflationary boom already upon 
us, emphasis upon the monetary causes 
of the last depression, to the neglect of 
others, is not only warranted but need- 
ful if progress toward and understand- 
ing of business cycles is to be ex- 
pected.” 


Famity Finance. A STUDY IN THE 
Economics oF CONSUMPTION. By 
Howard F. Bigelow. Chicago: Lip- 
pincott. Pp. xi-519. $3.00. 


Waite this book was written primarily 
as a text book for students of home 
economics, bankers with personal loan 
departments and savings departments 
will find it very valuable in helping 
them to understand the financial prob- 
lems of average American families. The 
author is professor of economics in 
Western State Teachers College, Kala- 
mazoo, Mich. 

The book is divided into four parts 
with the following headings: The fam- 
ily: its wants and its resources; mak- 
ing the most of the family’s resources; 
some problems of family finance; the 
strategy of family finance. 


How To FILe ANp INDEX. 
M. Weeks. New York: Ronald Press. 
xiii-261. $2.50. 


THE author of this book is consultant 
to some of the largest and most pro- 
gressive concerns. She is constantly in 
touch with the latest and best methods 
that are being developed in many lines 
of business. In this book she makes 
this information available to the reader. 


By Bertha 


While it does not specifically cover 
bank filing it will help the bank execu- 
tive to organize a filing system to guar- 
antee greater accuracy, quicker filing, 
faster finding and space economy. It 
will help him to choose the most effi- 
cient equipment and the most com- 
petent personnel. It will show him how 
to analyze and reduce filing costs. 

Numerous illustrations and examples 
explain clearly how to most easily re- 
organize or simplify a filing system. 


MATHEMATICS FOR THE MILLION. By 
Lancelot Hogben. New York: Nor- 
ton. Pp. 647. $3.75. 


Tuis is a popular book on mathematics 
for the average man who wants to have 
an intelligent understanding of a sub- 
ject which is to so many people a 
closed book. It is replete with graphs 
and equations presented in a vital, orig- 
inal and appealing manner. The author 
gives a lucid presentation of the whole 
field of mathematics, from the simplest 
counting through differential calculus. 
He presents the subject in such a way 
that any intelligent person can master 
the principles and solve the problems 
which are given at the end of each 
chapter. 

For the banker who would exercise 
his grey matter on something more 
constructive than cross-word puzzles 
this book is enthusiastically recom- 


mended. 


ProFit ENGINEERING. By C. E. Knoep- 
pel, with the collaboration of Edgar 
G. Seybold. New York: McGraw- 
Hill. Pp. xvi-343. 


Tuts book contains “working methods 
for profit planning and control.” The 
author, who is an industrial manage- 
ment counselor, describes the recently 
developed aids to management in the 
way of profit-making tools and methods, 
shows how they work, and explains how 
they can be applied to any business to 
better the profit position of the business. 

“Over the years,” says the author, 
“there has been a remarkable develop- 
ment of tools and methods for enabling 
managements to make a better job of 
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profit making. ... That the profit 
record has not been better than the 
statistics shown is the fault, not of the 
management tools and methods men- 
tioned, but the management’s failure to 
use them to the extent possible in the 
conduct of enterprises. The reason for 
this is that profit making as the major 
task of management has not been prop- 
erly emphasized.” 


Stupies IN FEDERAL TAXATION. By 
Randolph E. Paul. Chicago: Cal- 
laghan & Co., 1937. Pp. 341. $5.00. 


RANDOLPH PauL, who with Jacob Mer- 
tens, Jr., recently compiled the stand- 
ard work on Federal income taxation 
for lawyers, presents here a group of 
three essays for the taxpayer who foots 
the bill. The book is divided into three 
parts entitled, respectively, Restatement 
of the Law of Tax Avoidance, Realistic 
Valuation for Federal Tax Purposes and 
Suggested Modifications of the Bad 
Debt Provision. These apparently un- 


related topics are held together by a 


unity of approach which is refreshingly 
different. 

Perhaps the principal characteristic 
of this volume is the author’s frank 
recognition of the conflicting interests 
of the taxpayer and the tax collector 
and his adoption of that conflict as a 
major premise. But this is not a de- 
tached discussion “above the field of 
battle.” As Mr. Jerome Frank says in 
a typically clear and exciting introduc- 
tion, “It is because Mr. Paul fearlessly 
describes and prescribes that his book 
has a significance for thinking men— 
laymen and lawyers.” 

In the section devoted to tax avoid- 
ance, the operation of the “major 
premise” manifests itself in the em- 
phasis placed by the author upon the 
emotional factors affecting both the tax- 
payer and the tax collector (including 
in that latter term courts and other 
agencies which pass judgment on tax 
problems). In practice this leads to 
much confused and confusing talk about 
motive. But motive does not itself de- 
termine the tax collector’s reaction for, 
as the author points out, it operates 


primarily “as an eye opening mechan- 
ism or interpreter of equivocal conduct; 
it will not negative the effect of a trans- 
action which has really occurred.” This 
is the point of distinction, as the author 
conceives it, between successful tax 
avoidance and unsuccessful tax evasion. 
“The (successful) avoiding taxpayer 
takes the consequences of the actuali- 
ties of his avoidance.” The taxpayer 
who does not live the facts he relies 
upon as the basis for avoidance of tax, 
seeks to “evade” tax liability by sub- 
terfuge. Even if his subterfuge suc- 
ceeds, it provides no guidance for the 
rest of us. 

Even if the acts are real, the courts 
tend to be indefinite because of their 
belief that “definiteness would make 
things too easy for avoiders and save 
them from the ‘pain of choosing at 
every step.” The author as a tax 
lawyer believes them too chary about 
formulating rules. He says, however, 
“it may be more important that the law 
be indefinite than that it be just to 
those who are not avoiders.” The im- 
plication is that the absence of definite 
rules puts too great a burden upon tax- 
payers even though they do not intend 
to mold their transactions with the ex- 
press purpose in mind of minimizing 
taxes. This seems unwarranted; un- 
less a business man were planning his 
conduct in such a way as to minimize 
taxes, he would not consult the tax au- 
thorities. To that extent he would be 
extravagant. But he could certainly 
not be misled by doctrine of which he 
was unaware. 

The author discusses at great length 
the “line theory” laid down by the late 
Justice Holmes in Bullen v. Wisconsin 
(240 U. S. 625, 630-631 [1916]). In 
doing so he has performed the great 
service of unveiling the process of judi- 
cial decision in this type of case. A 
study of this will repay any one to whom 
it is not already familiar. 

Like a good lawyer, in each of these 
three discussions, the. author seeks to 
influence the conduct of courts and leg- 
islatures, although he does not forget 
to be a good author and educate his 
readers.- As already indicated, the first 
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section pleads for the formulation of 
definite rules by the courts for the guid- 
ance of the tax avoider. The discussion 
of valuation is devoted to dispelling 
the aura of sanctity about quoted mar- 
ket prices. No one is more vehement 
or persuasive than Mr. Paul in his de- 
bunking of market quotations as an in- 
dex of value. 

The author recognizes that “worth- 
lessness, like its antitheses value, is a 
question of fact,” and _ accordingly 
analyzes the bad debt provision in the 
light of the facts of business practice. 
The discussion is a plea for legislative 
recognition of realities which the court 
has found itself unable to ignore. 

Herein the author does much needed 
pioneer work in pointing out “the diffi- 
culties and complexities which confront 
the legislator who essays to interfere in 
sweeping terms with the natural laws 
of trade or industry. The danger is such 
efforts always is that unintended dis- 
locations will bring hardship to groups 
whose situation the broad rules fail to 
fit.” 

The entire work is written in an en- 
tertaining style with frequent references 
to Lewis Carroll as well as to author- 
ities generally in better repute with the 
courts. This book is required reading 
for thinking taxpayers. 


Justin N. REINHARDT. 
UPWARD TREND OF IMPORTS 


One of the most encouraging aspects 
of our international trade has been the 
upward trend of imports during recent 
times. This is not only a result of our 
industrial recovery and our increased 
purchasing power but it is also supply- 
ing a method by which the foreign 
consumers are able to get needed 
dollar exchange to buy our own ex- 
ports. About 80 per cent. of our im- 
ports represent either raw materials for 
use in the manufacturing industries or 
food products. It seems to be difficult 
for the average American to grasp the 
elementary fact that, if we expect to 
sell in foreign markets, especially in 
view of our heavy creditor position, we 


must be willing to buy. Indeed, it is 
rather remarkable that our own export 
trade has been able to recover as much 
as it has in view of the fact that, at the 
end of the war, we had a net creditor 
position of about 14 billions of dollars, 
which was further increased later, and 
in view further of the fact that we con- 
tinued after the war to increase our 
tariffs on foreign goods.—W. F. Gep- 
hart, vice-president, First National Bank 
in St. Louis. 


OPPOSED TO FEDERAL S. & L. 
PROMOTION 


AT a recent conference of state bank 
supervisors of the New England and 
Middle Atlantic states held in New 
York, those present went on record as 
being opposed to the publicity and pro- 
motion program of the Federal Home 
Loan Bank Board for the organization 
of Federal savings and loan associa- 
tions. 

They called upon the FHLB to give 
full support to the provision of the 
Federal Home Loan Bank Act which 
specifies “no charters shall be granted 
unless a necessity exists for such in- 
stitution in the community to be served, 
or unless the same can be established 
without injury to properly conducted 
existing local thrift and home financing 
institutions.” 


CAN’T DISTRIBUTE MORE THAN 
1S PRODUCED 


MEN are asking for a greater share of 
the things produced. They are also ask- 
ing for security. It is impossible, how- 
ever, to distribute more than the total 
goods produced. The money income 
for every one might be increased, but 
that alone would give no more goods. 
Money is really a token which is used 
as a médium of exchange. It is not dif- 
ficult to understand that doubling the 
number of tokens of every one’s income 
does not double the amount of goods, 
but merely results oftentimes in raising 
the price of everything available for 
purchase.—Philip A. Benson, second 
vice-president, American Bankers Asso- 
ciation. 





LETTERS TO THE EDITOR 


OUR CURRENCY LITTLE BETTER 
THAN “STAGE MONEY” 


Editor, THE BANKERS MAGAZINE: 

It was estimated from the extended 
survey as of December 31, 1935, of the 
New York Sun, that upward of 70 per 
cent. of general unemployment was in 
the capital goods industries, but that 
consumption goods industries had re- 
covered and some of them were operat- 
ing at a higher rate and employing more 
men than in 1929. 

One of the principal distinguishing 
differences between capital goods indus- 
tries and consumption goods industries 
is in the length of time consumed in 
their processes of manufacture. Capital 
goods industries require much longer 
time. Consequently consumption goods 
industries operate on short-time com- 
mercial loans, while capital goods in- 
dustries require long-time loans. 


But long-time loans have not been 
procurable. Why? A sufficient cause 
is the state «f the currency. 

First, the standard unit of value was 
destroyed by AAA (43b2, Act of May 
12, 1933), which gave the President 
power “. . . by proclamation to fix the 
weight of the gold dollar... .” It 
had been fixed at 25.8 grains 0.9 fine. 
(U. S. Code, Title 31, section 314.) 
Now no one knows what a dollar will 
be at a future time and, consequently, 
long-time loans will not be made. ° 

Second, the currency is depreciated, 
10 59/105 grains taken therefrom by 
proclamation of January 31, 1934. 

Third, the currency is fiat within the 
U. S. A. (Joint Resolution of June 5, 
1933, making illegal the Gold Clause; 
Gold Reserve Act of January 30, 1934, 
section 2, confiscating gold; section 5, 
discontinuing coinage and forbidding 
payment of gold by the Treasury) ; but 
the Secretary may license the export of 
gold. 

Fourth, the currency is inflated, the 
principal basis thereof being Govern- 
ment deficits represented by securities 
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which in turn are the basis of bank 
currency and of bank credits against 
which checks are drawn, etc. Such 
currency represents debts, not assets. 


Fifth, AAA (43bl authorizes the 
President to order the Secretary of the 
Treasury to issue notes pursuant to the 
Act of February 25, 1862 (the Green- 
back Act). Such notes are irredeem- 
able, fiat; are legal tender and there 
is no limit to the amount that may be 
issued, but not more than $3,000,000,- 
000 shall be outstanding at one time. 


Our currency therefore is little better 
than “stage money” and is within the 
U. S. A. “rubber money.” Such cur- 
rency, alone, is a sufficient cause for the 
dullness in the capital goods industries 
and for upward of 70 per cent of the 
unemployment; it is a sufficient reason 
for the nonpayment of their debts by 
foreign nations which may reasonably 
expect, in the course of a few years, to 
pay their entire debts with loads of 
nearly worthless paper. Our laws, and 
similar ones abroad, restrict interna- 
tional commerce which now must con- 
sist of barter or of gambling in foreign 
exchange controlled by the several gov- 
ernments in the supposed interest of 
their respective nationals, called “regu- 
lation,” “stabilization” or other euphe- 
mism, but in fact opposed to the real 
interests of commerce, industry, agri- 
culture and labor; destructive to good 
will and peace; provocative of hatred 
and war. 

Epwarp H. Neary. 
Porth Washington, N. Y. 
May 4, 1937. 

© 


GENERAL MOTORS STOCK- 
HOLDERS 


THE total number of General Motors 
common and preferred stockholders for 
the second quarter of 1937 was 359,630 
compared with 358,080 for the first 
quarter of 1937 and with 345,265 for 
the second quarter of 1936. 





INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


The Treasury and the Gold Problem 


T was only ten years ago that some 
economists and financial experts 
were worrying about the future suff- 

ciency of the world’s gold supply. 
Hearings held before the Committee on 
Banking and Currency of the House of 
Representatives in 1926 and 1927 on 
Stabilization of the Price Level were 
filled with many expressions of concern. 
But since that time much water has 
passed under the bridge. The depres- 
sion witnessed a collapse in commodity 
prices; this was followed by Govern- 
mental efforts to arrest such decline and 
“reflate” staple values. By reason of 
these latter labors the price of gold 
attained a much higher value in terms 
of national currencies. Outright acts 
of devaluation, such as occurred in the 
United States, defined such new rela- 
tionships. ; 

Naturally enough, the increased value 
of gold today has been directly respon- 
sible for an increase in this commodity’s 
production at the mines. It has also 
attracted a large amount of the metal 
from places of hiding abroad where, up 
to the present, it had been hoarded. It 
has been pointed out that while the 
monetary gold stocks of the world were 
increasing at the rate of $250,000,000 
annually in. 1929, production of new 
gold is now about $1,400,000,000. To 
this latter figure must be added amounts 
of the metal hitherto hoarded and used 
industrially. Thus, an annual increase 
of about $2,000,000,000 results. 

In the absence of artificial barriers, 
goods generally find their way to places 
of greatest value, where they are most 
highly regarded. And as the United 
States Treasury is currently not only 
the highest bidder for gold, but also 
the only purchaser willing to take on 
huge quantities of the metal, it is no 


wonder that the flood of gold is gravi- 
tating toward our shores. 

The heavy inflow has raised our do- 
mestic gold stock to over twelve billion 
dollars. And, at the moment, diminu- 
tion of this movement is not in evidence. 
People are getting rid of gold because 
they cannot visualize an increase in its 
price. On the other hand, it is entirely 
possible that a decline may occur. 

Ordinarily, the flow of gold to this 
country would simply result in the ex- 
pansion of our monetary reserves. Its 
immediate relationship to Treasury 
finance would not be harmful. How- 
ever, the Treasury and Federal Reserve 
authorities are now committed to a pro- 
gram designed to curb a possible forth- 
coming boom and unwise expansion of 
credit. It has therefore been necessary 
to neutralize imports of the precious 
metal by the issuance of Treasury ob- 
ligations against the purchase of such 
shipments. In other words, the national 
debt is currently expanding in direct 
tatio to the increase in receipts of the 
precious metal. Further heavy imports 
mean corresponding increases in debt, 
and the willingness of the Treasury to 
continue this course of action indefi- 
nitely has not been regarded as certain 
by some observers. This attitude, of 
course, has tended to accelerate the flow 
of foreign holdings to this country. 
Gold has been offered freely in view 
of the possibility of a reduction in price 
in terms of dollars, and owners have 
been hastening to “beat the gun” an- 
nouncing such a change. To date, 
rumors of the lowering of the gold price 
have been denied in official circles. 
Nevertheless, it must’ be admitted that 
the Treasury is absorbing gold through 
necessity and not through choice. ° 

The Treasury is reluctant to raise the. 
gold content of the dollar because such 
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an act would be deflationary and would 
result in the outcropping of many situa- 
tions likely to prove embarrassing to 
the Administration. For example, such 
action would cause a decline in prices 
of those commodities having interna- 
tional markets. Wheat would be di- 
rectly affected and the howls emanating 
from western agricultural communities 
would be shrill and deafening. Min- 
ing interests, so ably represented in 
the past, would clamor anew at any 
prospect of demonetization. World cur- 
rencies might start swinging again in 
violent fashion, and importers and ex- 
porters might be expected to express 
their outraged indignation. Finally, 
setting a higher international standard 
for the dollar might mean the surrender 
of all or part of the profit gained 


through devaluation. It is difficult to 
conceive the adoption of a measure 
recognized as politically inexpedient 
and financially as a loss. In these days 
of budgetary deficits, the Treasury does 
not regard the latter favorably. 

World-wide restrictions on the pro- 
duction of gold, as suggested by many, 
are impractical. However, the solution 
to the problem might lie in some sort 
of tri-partite agreement with England 
and France. That this is an affair of 
international responsibility is being 
realized abroad. Recent purchases of 
gold by the British Equalization Fund . 
support this contention. Temporarily, 
at least, a status quo in this phase of 
international finance seems assured. 
But the final solution to the gold prob- 
lem is not as yet apparent. 


Bank Investment Planning 


N an address before the recent New 
York State Bankers Convention 
Harold G. Parker, vice-president of 

Standard Statistics Company, Inc., New 
York, made some interesting comments 
on the bond situation which are worth 
repeating for the benefit of those bank- 
ers who are worrying about their in- 
vestment portfolio. He said: 


I would not look for a major permanent 
decline in the bond market until the Fed- 
eral Reserve banks sold bills or securities. 
They would hardly do that (except to limit 
excess reserves perhaps as an offset to fur- 
ther gold imports, if the Treasury gives 
them back the job of sterilizing unwanted 
gold) until the banks were borrowing sub- 
stantial amounts. 

The first real danger signal will prob- 
ably be an increase in rediscounting, and 
the final warning an advance in the redis- 
count rate. 

If confidence is re-established, so that 
bankers are again inclined to utilize their 
full resources to earn as high a return as 
possible on their capital funds, they prob- 
ably will not sell bonds yielding 24 or 3 
per cent. to satisfy what appears to be 
only a temporary need, when they can 
borrow from the Federal at 14 per cent., 
and the Federal is there for just that pur- 


pose. 

That is admittedly a very bullish fore- 
cast and one that is not concurred in by 
many. 


If you were investing your own 
money, I should advise the purchase of 
medium and long-term, high-grade bonds, 
particularly U. S. Governments, at the 
present levels. 

But you are not 
money. 

The recent market decline has shown you 
which of your holdings will be the most 
vulnerable, when money rates actually do 
firm up. 

Until a few months ago the infinitesimal 
yield available on short-term paper and 
bonds had forced the investment of an un- 
usual proportion of many banks’ surplus 
funds in long-term bonds. Old programs 
of balanced maturities to average money 
risks were broken up by the necessities of 
the panic, refunding and recent investment 
conditions. 

The sacrifice in yield required to ap- 
proach a ten-year balanced maturity posi- 
tion today is much less than it has been 
for several years. 

I suggest, therefore, that you now lay 
out a maturity schedule that you would 
like to arrive at during 1937. 

If you then appraise your entire port- 
folio on the basis of the peak and low prices 
established for each bond, and arrange 
them in the order of greatest potential 
dollar depreciation, you will have a good 
picture of the way your portfolio would 
look, if it were to remain intact, when 
money tightens. 

You can then examine each commitment 
with a view to determining whether you will 
regard it as a permanent holding, at least 


investing your own 
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for the time being, or will establish a price 
which represents all the recovery or profit 
that you would ask before willingly trans- 
ferring this investment to one which, be- 
cause of its shorter maturity, assures 
greater stability, even at the sacrifice of 
income. 

Such prices should not be set at or above 
the old peaks. The more anxious you are 
to be conservative, the closer your accept- 
able prices for the “major possible loss” 
commitments should approach the current 
market. 

Definite “reasonable” prices should also 
be set for all sub-standard and high pre- 
mium bonds, and obviously all prices should 
be subject to constant review in the light 
of new conditions. But once having es- 
tablished your future degree of exposure 
to money rate risk as a major objective, 
the program should be followed through, 
unless the short and medium term issues 
that you wish to purchase again sell at 
ridiculously high prices. 

It will be highly desirable to apply all 
profits realized to the reduction of the cost 
of the new purchases to some reasonable 
carrying figure, let us say to a 3 per cent. 
basis. Any balance of profits should be 
utilized to write down sub-standard issues 
to market, or to reduce issues designated 
as “permanent holdings” to a figure safely 
below probable normal price levels. 

Let me say, frankly, that the above ac- 
counting method is suggested, first to pre- 
vent the withdrawal of profits from the 
bond account to pay dividends, and second, 
to utilize these profits as an addition to 
income over a period of years, thus making 
the necessary sacrifice of cash income in 
the cause of conservatism appear a little 
less hard to make. 

I do not believe that bond accounts 
should be regarded as a source of profits, 
but rather, if successfully managed, as pro- 
ducers of very satisfactory income, while 
serving as secondary reserves. 

In spite of the improved outlook for 
business and earnings, I would confine bank 
investments largely to highest grade and 
high-grade issues, with only a few “A” 
grade issues and, of the latter group, I 
would purchase as many desirable con- 
vertibles as were available, below or close 
to the call price. 

Many bonds carrying ratings of “B1+”, 
and in some instances “Bl”, are selling 
close to par or above, because of relatively 
high coupons. It seems obvious that these 
issues are more overvalued and, therefore, 
more to be avoided by banks than any other 
group of securities. 

If business. continues good, such issues 
will still be sécond-grade securities, because 
it will take more than one or two years to 
improve their ratings. Any slowing down 


of business or earnings may result in wide 
price declines. 

Any bank portfolio must of necessity be 
heavily weighted with U. S. Government 
issues. Relatively they are, in my opinion, 
still cheaper than any other group of se- 
curities, and a portfolio which was 100 per 
cent. Governments would not violate any 
conservative rule of diversification. Gov- 
ernment securities in themselves are the 
last word in diversification, because of the 
broad taxing powers of the Federal Gov- 
ernment, plus their availability for borrow- 
ing from the Federal Reserve banks. 

No bank will ever “go broke” because of 
depreciation in its Government bond hold- 
ings. I doubt if any individual bank would 
ever be embarrassed by any shortage be- 
tween book and market of Governments. 
If markets temporarily show substantial 
declines from average cost, it will signal 
the necessity for national action along the 

Now that the Supreme Court has handed 
lines of a reduction in reserve ratios. 
down its decision on the Social Security 
Act, a possible threat of a sharp reaction 
in U. S. Governments has been removed. 
Wide publicity had been given to the sug- 
gestion that an adverse decision could cause 
a sharp sell-off in Federal obligations, but 
this is one danger that we no longer have 
to worry about. 

If acute weakness had developed from 
this or any other cause, the Federal Re- 
serve banks could have been counted upon 
to maintain “an orderly market” some- 
where around former support levels. Just 
below these levels, around a 3 per cent. 
yield basis, the insurance companies would 
gladly put some of their idle funds to work. 

With this Supreme Court decision out of 
the way, the Treasury June financing 
(which at this time appears to be wavering 
between five-year notes and even shorter 
paper) definitely announced, and Congress 
approaching an adjournment, we may look 
for a resumption of refunding on a large 
scale and some new money bond issues, 
largely convertibles. 

The recent setback in bond prices will 
make many corporate managements more 
anxious to refund at going’ rates than they 
were before the decline in the bond market. 

It will be strange, indeed, if this era of 
the lowest rates of interest in history ends 
without business taking advantage of the 
situation to secure large amounts of long- 
term capital on very favorable terms. There 
are some suggestions that this capital will 
be secured through preferred stocks or 
convertible preferreds, but that thought ap- 
pears to overlook the fact that the bulk of 
the uninvested funds are in the hands of 
banks and insurance companies, and that 
they are almost entirely limited to invest- 
ment in bonds. 

The undistributed profits tax will greatly 
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increase the need for additional capital if, 
with an increase in business, accounts re- 
ceivable, inventories and capital expendi- 
tures increase in a normal way. 

It would be highly desirable if some of 
our best known corporations would find it 
possible to offer one to five-year, or ten- 
year serials. 

If registration costs could be cut, and 
distribution costs held to a minimum, the 
corporations could get some very cheap 
money, as there is a definite shortage of 
corporate maturities over the next ten 
years. It is almost certain that the pres- 
ent large demand for that type of paper 
will be well sustained. 

If you can assume, as I do, that business 
men and investors will gradually lose their 
worst fears and gain confidence, we may 
well compare the position of the bond mar- 
ket today with that of 1924. For several 
months in that year and 1925, commercial 
paper and call loans sold on a lower yield 
basis than U. S. Government bonds, just 
as they have for several years now. 

From that date until 1928, bond yields 
declined. 

It is true that during that time the na- 
tional budget was not only balanced, but 
large amounts of the national debt were 
being retired annually. On a cash basis 
we may make a start at the reduction of 
debt in 1938. 

We cannot overlook the point, of course, 
that gold exports and Federal Reserve 
Board action may, at any time, bring about 
a radical change in the outlook for money 
rates. 

Barring some such change, you may well 
count upon at least a stable, and probably 
an improving bond market, which it will be 
well to utilize to put your bond account in 
such shape that when the next sharp price 
declines occur, whether because of economic 
conditions or another case of 1937 “jitters,” 
you will not feel that you have “missed the 
boat,” even if you have failed to gauge 
the time of the move and have held your 
account intact. 
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“BANKING IS NO SUITABLE OCCU- 
PATION FOR HUMAN BEINGS” 


From Branch Banking (London) the 
following comments on banking are 
culled. They appear in an article en- 
titled “The Small Branch,” by W. E. 
Bates. 

“It seems to me that almost every- 
thing that’ is” written specifically for 
bahk men and women is the result of 
a strange delusion that they spend the 
whole of their lives in a deliberate and 


unremitting pursuit of technical knowl- 
edge. I have no such delusion. I do not 
believe that bank clerks, if not swatting 
for the Institute Examinations, are 
periodically subjected by their own con- 
sciences to a strict enquiry as to their 
fitness for their jobs. 

“T am not, of course, suggesting that 
banking papers should not deal with 
banking technicalities. I am not sug- 
gesting, either, that there are not bank 
clerks of all ages who are passionately 
addicted to study, and fully prepared 
to devote full attention to all the deadly 
subjects which able men are willing to 
expand, explain, analyze, or simplify, 
but all too rarely to liven up, for their 
edification. I simply think the display 
of erudition in our banking periodicals 
is disproportionate to the demand for it. 

“Banking is no suitable occupation 
for human beings. All the same, it 
should be borne in mind that quite a 
number of human beings have somehow 
managed to get themselves inextricably 
involved in its performance. They make 
the best of it, but it is obviously unfair 
to expect them to show anything more 
than a spasmodic interest in the driest 
details of what they regard as funda- 
mentally uninteresting. It is enough 
that they have learned to yawn and 
stretch during the performance of their 
daily duties only when they are out of 
observation from the customer’s side of 
the counter.” 
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THE BANKING EXECUTIVE OF 
TOMORROW 


To understand how to work with the 
Government, to benefit by its activities 
and to guard it from mistakes, for gov- 
ernmental authorities are after all 
human, are bound to be cardinal ob- 
jectives of the banking executive of to- 
morrow. I do not think I am idealistic 
in the painting of this picture, for ex- 
perience in recent years has impressed 
upon me the fact that a banker of this 
type is the only kind worthy of the re- 
spect of his customers and the confidence 
of his. Government.—.Zom, K.,Smith. 
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A Great Banking Institution Explores Its 
“i e Mi 
Family Tree 


ENEALOGICAL charts are’ gen- 

erally - associated with families 

rather than business institutions. 
Reproduced on page .62, however, is 
the history chart of Manufacturers Trust 
Company, which was prepared on the 
occasion of the bank’s 125th anniver- 
sary that was observed on June 15, and 
which shows in detail the origin, de- 
velopment and amalgamations of the 
various banks that went to form the 
present institution. 

Manufacturers Trust is the product 
of a series of mergers and, as indicated 
on this chart, no less than thirty-nine 
independent banks contributed to _ its 
development. The oldest link in this 
historical chain is the Phenix Bank, 
which was established in 1812 as the 
banking division of the New York 
Manufacturing Company. Banking in 
those days was not as highly specialized 
a function as it is today, and it was not 
uncommon for banking charters to be 
granted to companies organized for other 
purposes. Primarily, the New York 
Manufacturing Company was engaged 
in the manufacture of cotton looms and 
supplies, and the chief purpose of its 
banking division was to facilitate the 
sale of wire. It was for this reason 
that the banking division of the com- 
pany became popularly known as “The 
Wire Bank.” It was not until 1817 that 
this banking division became an inde- 
pendent institution under the name of 
Phenix Bank, with headquarters at 24 
Wall street. 

New York in 1812 bore little resem- 
blance to the great cosmopolitan center 
it is today. The entire population was 
only around 98,000, of which 1500 were 
slaves. The new city hall had just been 
dedicated, and most business activities 
were carried on south of that area, 
which is now the downtown section. 
The midtown Fifth avenue area was a 
dense forest, with a large lake extending 
south to what is now 42nd street. The 


southern portion of this lake later be- 
came the New York Reservoir, and_ is 
now the site of the New York Public 
Library. Travel was carried on by 
stage coach. And yet even then there 
were some optimists who were already 
predicting that New York would some 
day become the metropolis of the new 
world. 

The name “Manufacturers Trust 
Company” came into existence when 


HARVEY D. GIBSON 


President, Manufacturers Trust Com- 
pany, New York. 


the Manufacturers National Bank of 
Brooklyn was merged with the Citizens 
Trust Company, also of Brooklyn. As 
shown by the chart, the Manufacturers 
National Bank was established in 1853. 
It was located in the Williamsburgh 
section of Brooklyn, then known as the 
City of Williamsburgh. Williamsburgh 
at that time—just as today—was a 
thriving industrial center, with sugar 
refining and shoe manufacturing the 
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principal industries. Many wholesale 
grocery firms also had their headquar- 
ters in that section. In fact, the neigh- 
borhood had become so important that 
the business men felt they were entitled 
to a bank of their own, and it was this 
sentiment which brought about the crea- 
tion of the Manufacturers National. 
The manufacturers National Bank 
was a neighborhood bank, and so were 
most of the banks whose names appear 
on this chart. During the latter part 
of the nineteenth century, there were 
no express subways to carry people 
from the northern part of the Bronx 
into the heart of Brooklyn in less than 
an hour. Intra-city communication was 
slow, and consequently New York really 
consisted of a large number of self- 
centered communities, each bound to- 
gether by racial ties or identical com- 
mercial interests. Banking service for 
these communities could best be sup- 
plied by these independent neighbor- 
hood banks which were thoroughly ac- 
quainted with the needs of their sec- 
tions. But as New York entered into 


an era of unprecedented expansion, as 
business began to assume larger and 


larger proportions, and as modern 
transportation systems were installed, 
it was inevitable that these neighbor- 
hood banks should pool their resources 
in order to be able to meet the demands 
of expanding industry and commerce 
for adequate banking facilities. It was 
this rapid economic development that 
really brought about the era of bank 
mergers. 

The character of New York’s popula- 
tion during the latter years of the nine- 
teenth century was largely influenced 
by the vast flow of immigration from 
European countries. New York was 
the logical port of entry for most of 
these newcomers, and their natural 
tendency to congregate among their own 
kind soon gave various sections of the 
city something of an Old World at- 
mosphere. Several of the banks ab- 
sorbed by Manufacturers Trust Com- 
pany were originally established to 
serve these communities of foreign born. 
One of the oldest of these was the Com- 


monwealth Bank, which the chart shows 
to have been established in 1869. At 
that time it was known as the Germania 
Bank and, as its name implied, it was 
formed to serve the large German- 
speaking population of New York which 
was then concentrated on the lower East 
Side between the Bowery and the East 
River. Another well-known East Side 
bank which later merged with Manu- 
facturers Trust was the State Bank, 
which was established on Grand street 
in 1890 by a group of well-known and 
highly regarded financiers, who felt that 
the lower East Side, then overflowing 
with immigrants, was in need of a stable 
and state-regulated institution to replace 
the numerous small private bankers 
whose frequent failures caused great 
hardship among the newly arrived im- 
migrants. 

An historical pamphlet issued -by 
Manufacturers Trust Company reveals 
many interesting customs and practices 
among banks sixty and seventy years 
ago. When the Fifth National Bank 
was established in 1864 and leased the 
building at the corner of Third avenue 
and 25th street, it provided space not 
only for banking quarters, but also for 
living quarters for the cashier, as it was 
the custom at that time for bank cashiers 
to live above the bank, both for con- 
venience and protection. The modern 
impregnable vault, with its intricate 
electric alarm system, was undreamed 
of in those days. The old minutes of 
the Fifth National show that the pay- 
ing teller and the bank messenger were 
also provided with living quarters as 
part of their salaries. 


An interesting phase in the history 
of Manufacturers National Bank was 
that the directors could not quite make 
up their minds whether Brooklyn or 
Manhattan afforded greater opportuni- 
ties for expansion. The first location 
of the bank was at Grand street and 
Kent avenue, Brooklyn, but in June, 
1865, Manhattan looked more inviting, 
and the bank was accordingly moved 
to the corner of Front and Pine streets. 
In the following year the bank moved 
to the corner of Wall and Hanover 
streets, and two years later we find it 
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at 33 Broadway. At about that time, 
which was the early part of 1868, the 
directors definitely decided to cast their 
destinies with Brooklyn, but discovered 
to their dismay that there were many 
legal obstacles to such return. In or- 
der to reéstablish themselves in Brook- 
lyn it was necessary to have a special 
act passed by Congress, which was 
known as Public No. 126. 

Not only were most of the present 
sixty-one offices of Manufacturers Trust 
Company at one time independent 
banks, but today many of these banks, 
as branches of Manufacturers Trust, 
still occupy the same quarters in which 
they did business forty or fifty years 
ago. Among these are the New York 
County Bank, established in the middle 
of the last century and now known as 
the 14th street office; the Yorkville 
Bank, established in 1892 and now 
known as the Yorkville office; the 
Standard Bank, established in 1882 and 
now known as the Avenue B office; the 
Manufacturers National Bank and many 
others. 
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NEW YORK 


DECLINE IN RATIO OF CAPITAL 
TO RESOURCES 


LET us look a moment at our composite 
balance-sheet. We find that the ratio of 
capital to total volume of resources has 
shown a declining trend since 1873. In 
that year capital and surplus were 23.7 
per cent. of resources; in 1903 they 
were 18.1 per cent. of resources; in 
1923 12.6 per cent. and in 1935 12.5 
per cent. of total resources. Now these 
total resources are nothing but our de- 
posits and capital converted and by far 
the largest part is converted deposits. 
It is not unsafe to say that the ratio for 
1936 will doubtless show an. even thin- 
ner coverage as protection, as a cushion 
for losses in our assets. This trend of 
affairs is a factor to be reckoned with 
for not only is the cushion thinning as 
compared with total assets but also each 
of us knows how the nature of those 
very assets has changed.—J. Harvie 
Wilkinson, Jr., vice-president, State- 
Planters’ Bank and Trust Company, 
Richmond, Va. 





FINANCIAL SITUATION ABROAD 
A Monthly Survey 


General Situation 


OR many months these pages have 

recorded the fact that the war in 

Spain continues, with no decisive 
result, and the same statement must be 
repeated. There was a flare-up of ex- 
citement last month, occasioned by the 
bombing of a German patrol ship by 
the loyalist forces, and for a time the 
outlook for a grave international situa- 
tion in consequence was disquieting. 
But the event has, apparently, faded 
into history without giving rise to a 
situation which might have led to a 
general European conflict. While for 
the time being the tension has been 
eased, so long as the Spanish conflict 
continues, aided as it undoubtedly is by 
outside countries, the possibilities of 
further danger of a serious nature must 
remain to menace international peace. 

Aside from the Spanish situation, the 
general outlook in the European coun- 
tries is favorable. Production and trade 
are increasing, and there are no dis- 
cernible threats of trouble from _politi- 
cal sources. 

In the other countries of the world, 
and especially in Central and South 
America, recovery is making steady and 
orderly progress. 


Great Britain 


THE revival in the heavy trades has 
been a notable development of recent 


months, and even with increased output 
the expanding demands of all consum- 
ers have not been met. Foreign. trade 
is expanding, both exports and imports 
making substantial gains, although en- 
larged imports have added to the “un- 
favorable” balance of trade. As in other 
lands, the burden of taxation is causing 
serious concern. The Monthly Review 
of the Midland Bank observes that with 
a national income roughly twice as 
large as in 1913, the sum raised by in- 
come tax and surtax together is roughly 
six times as great. 

It is significant of the economic wis- 
dom of the country that in booming 
times there is a look ahead to the com- 
ing slump. In Lloyds Bank Limited 
Monthly Review, Lionel Robbins dis- 
cusses “How to Mitigate the Next 
Slump.” Here are a few quotations 
from his interesting study, applicable 
both to Great Britain and the United 
States. 

“T think it may be possible to miti- 
gate depressions: I do not believe that, 
in the present state of knowledge, it is 
possible altogether to eliminate them.” 


* * * 


“It has long been a maxim of pru- 
dence that, to avert a slump, it is neces- 
sary to avert the boom. If this is to 
be interpreted as implying that recov- 
ery must never be allowed to develop, 
there are doubtless many who would 
take exception to it. But if it means 





FOREIGN BANKS ARE INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





CAPITAL 
Authorized P10,000,000.00 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


EIGHTY YBARS 
and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable opper- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


merely that it is desirable not to let 
recovery get out of hand, then surely 
it must be generally acceptable.” 

* * * 


“There can surely be little disagree- 
ment that, when a point has been 
reached at which prices begin to rise 
rapidly and shortages of labor and raw 
material are prevalent, the time is cer- 
tainly due for the expansive process to 
be restrained. Only when the system 
is in a state of collapse and when idle 
capacity and idle labor abound, can 
a general expansion of credit be re- 
garded with comparative equanimity.” 

* * * 


“Now this means quite definitely that, 
once this point has been reached, a 
continuance of the régime of cheap 
money which has accompanied the pre- 
vious depression is dangerous. If 
money is kept cheap by deliberate 
manipulation in the face of a rising in- 
vestment demand and rising costs and 
money incomes, then mal-investment of 
the kind which sooner or later leads 
to a bad crash is deliberately encour- 
aged. There is no need to be a fanati- 
cal: adherent of any particular brand 
of trade cycle theory to believe this. 
There is no need to believe that all de- 
pressions necessarily come the same 
way. It is only necessary to recognize 
what has always happened in the past 
when such conditions have been present. 
The collapse of a boom of this kind 
has always been followed by depression. 
If such a collapse is to be avoided, the 
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régime of cheap money must not be 
artificially prolonged. A point comes 
when the rate of interest must be al- 
lowed to rise: to foster the idea that 
money can remain indefinitely cheap is 
to do a bad service to stability. And 
there is much to be said for the belief 
that a small rise early will cause less 
disturbance and difficulty than the much 
greater rise which is necessary later 
on, if inflationary conditions develop.” 

Discussing “The British Banking Out- 
look” in its Banking Supplement of 
May 15, The Economist says: “The 
banking accounts for 1936 showed a 
further improvement in net profits, 
Dividends have remained unchanged, 
and the additional profits have been 
devoted to strengthening their inner re- 
serves.” 

Commenting on a table showing 
profits of the leading banks for a series 
of years, it is said: 

“An absolute record of profits and 
dividends over a term of years does not 
by itself reveal very much. In this 
case it shows that profits fell between 
1929 and 1933, and have since par- 
tially recovered. During the year of 
decline most of the banks made rela- 
tively small reductions in their divi- 
dends, and the recovery in profits since 
1933 has not yet been great enough to 
be reflected in any increase in divi- 
dends.” 

According to this article, sharehold- 
ers of the banks must realize that they 
cannot expect any early improvement 
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in their dividends, but they can rely 
on the first-class security provided by 
the British banking system to share- 
holders and customers alike. 

Lloyd’s Register shipbuilding returns 
for the quarter ended March 31 last 
afford an indication of the extent of 
the improvement in the shipbuilding in- 
dustry. The figures, which relate only 
to merchant vessels of 100 gross tons 
and over, show that, on that date, the 
tonnage under construction in Great 
Britain and Ireland amounted to 1,014,- 
454 tons, which was the highest total 
reached since September 30, 1930, and 
the first to exceed 1,000,000 tons since 
that time. On December 31 last the 
figure was 963,642 tons and on March 
31, 1936, 842,361 tons. 

From a compilation of London clear- 
ing banks, furnished by the Midland 
Bank Limited, it is learned that these 
eleven banks in April had a paid-up 
capital of £77,287,524; reserves £57,- 
796,585; current deposits and other 
accounts £2,252,095,254; acceptances, 
engagements, etc.,| £126,496,059; coin, 
bank notes and balances with the Bank 
of England £229,573,055; ratio of cash 
to current deposits and other accounts 
10.2 per cent.; investments £661,479,- 
278; bills discounted £240,985,618; 
bank premises £44,492,991. 


France 


ConpiTIONs in France have of late been 
disquieting. A change in the cabinet, 
raising the discount rate of the Bank 
of France from 4 to 6 per cent. and 
finally a temporary moratorium on all 
commitments payable in gold or for- 


eign currency, and the closing of the 
Paris Bourse, being the principal hap- 
penings in a tense situation. 


Switzerland 


For the first quarter of 1937 Switzer- 
land showed an increase of 69 per cent. 
in imports, compared with the same 
period of 1936, while exports increased 
by 32 per cent. The country is experi- 
encing a decline in unemployment. 
While the budget for 1936 had a sub- 
stantial gain in revenue, the expendi- 
tures exceeded the estimates, and the 
deficit was considerably larger than ex- 
pected. 


Holland 


THE Quarterly Review (No. 1) of the 
Rotterdamsche Bankvereeniging con- 
tains an interesting illustrated story on 
“The Port of Amsterdam” from which 
the following quotations are taken: 
“According to an old jocular saying, 
God created the whole world, except 
Holland, which the Dutch have created 
themselves. There is a lot of truth in 
this. As the inhabitants of this country 
have wrested a large part thereof from 
the sea, in a constantly renewed struggle 
with the waves, so the people of Hol- 
land owe most of what the country pos- 
sesses not to bountiful Nature, but to 
their own unceasing efforts. Rotterdam 
would never have become the largest 
seaport of the Western Continent of 
Europe, if the ‘New Waterway’ had net 
been constructed, and Amsterdam would 
long have had to give up its leading 
part as a seaport, if it had not built 


67 





68 THE BANKERS MAGAZINE 


the large North Sea canal, which runs 
in one nearly straight line of twenty- 
four kilometrés.” 

“The city of Amsterdam has not been 
reluctant in spending money when it 
was a question of providing its port 
with the most up-to-date equipments. 
However, the city as well as the whole 
Dutch economic life cannot derive the 
full advantage from such installations 
until the chief obstacles to trade which 
nowadays are to be found in so many 
countries have disappeared, and the 
natural energies inherent in economic 
life can get a freer play than they have 
got heretofore. As Holland had played 
an important part for centuries past in 
the commercial intercourse between the 
nations and will probably continue this 
réle in centuries to come, so also Am- 
sterdam with its excellent situation, its 
manifold connections with the hinter- 
land, the advantages of its fine harbor, 
so well adapted to the transshipment of 
piece goods, is not only destined to ful- 
fill a national, but also an international 
task.” 


Finland 


Deposits of the banks and codperative 
societies at the end of the first quarter 
of 1937 aggregated 614,800,000 marks, 
compared with 361,800,000 marks for 
the first quarter of 1936. 

The balance of trade for the first 
quarter of 1937 shows a surplus of im- 
ports of 249.2 million marks as against 
32.7 and 41.1 millions respectively in 
1936 and 1935. This year’s result is 
the outcome of imports having risen 
30.5 per cent. in value and 16.2 per 
cent. in volume in comparison with last 
year’s figures, while exports only in- 
creased by 13.2 and 7.1 per cent. cor- 
respondingly. 


China 


THE annual report of the chairman of 
the Bank of China, submitted to the 
meeting of shareholders held in Shang- 
hai on April 3, 1937, by T. V. Soong, 
contains some interesting comments on 
the progress made toward financial re- 


form and currency stability throughout 
the country. In Mr. Soong’s opinion 
the year 1936 was chiefly important as 
providing a real test for the new mone- 
tary system, established in November, 
1935. Exchange stability,’one of the 
first objectives of the new policy, was 
maintained throughout the year to a 
degree previously unknown in China. 
(During the entire year the rates in 
Shanghai for the pound have remained 
between 1444 and 14 19/32 pence, 
while the U. S. dollar rate has ranged 
from 29% to 30% cents.) 


Legal tender notes are already widely 
accepted throughout China and are 
coming into circulation in outlying 
areas previously served almost exclu- 
sively by provincial and private bank 
note issues. Notes of banks other than 
the three government banks are gradu- 
ally being withdrawn from circulation, 
though there are still certain difh- 
culties, particularly in Kwangtung and 
Kwangsi, where the “small coin” dol- 
lar has previously been the unit of ac- 
count. Since August, 1936, the “small 
coin” notes of the Provincial Bank of 
Kwangtung have been virtually stabi- 
lized at $1.50 subsidiary notes to $1.00 
legal tender currency. In Kwangsi, 
legal tender notes have, since Novem- 
ber, 1936, been introduced with the 
object of replacing the provincial notes 
as the sole currency unit and establish- 
ing a fixed rate of exchange, thus pav- 
ing the way for a complete unification 
of the currency. 

With regard to the nationalization of 
silver, Mr. Soong reports that the Cur- 
rency Reserve Board had acquired, up 
to December, 1936, $300,000,000 
(Chinese) of silver, in addition to the 
previous holdings of the three govern- 
ment banks. 

This progress toward centralized cur- 
rency control has been accompanied 
by a considerable increase in the note 
issues of the three government banks, 
which have risen from $427,000,000 in 
November, 1935, to $1,143,000,000 at 
the end of 1936. This should not, in 


Mr. Soong’s opinion, be regarded as’ 


an abnormal currency expansion. 
Rather it is largely due to the central- 
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ization of note}issues, the substitution 
of legal tender\-notes for nationalized 
silver and for the notes of other banks, 
combined with ood harvests in 1936 
and an appreciable recovery from the 
business stagnation in 1935. 

Despite the substantial progress al- 
ready achieved, Mr. Soong emphasizes 
that much constructive effort is still 
needed to ensure the continued success 
of the new system. “It is essential that 
there shall be national budgetary equi- 
librium, effectively centralized control 
of bank note issues, and a satisfactory 
machinery to codrdinate the activities 
of the commercial banks. The project 
for the reorganization of the Central 
Bank of China as a central reserve bank 
will, it is hoped, materially strengthen 
the currency and help to provide a 
means of ensuring the observance of 
sound principals of finance.” 

Recent press reports have stated that 
the deficit for the current fiscal year 
(ending June 30, 1937) in China’s na- 


tional budget now amounts to $170,- 
000,000 but that a balanced budget is 
promised for the coming year. Three 
new sources of revenue have been de- 
vised which are expected to yield an 
income of $95,000,000—income tax, in- 
creased salt tax, and additional and 
increased consolidated taxes on tobacco, 
cement and cotton. China’s financial 
authorities are obviously eager to place 
the national finances on a sufficiently 
stable basis to attract foreign capital 
on favorable terms.—Far Eastern Sur- 
vey. 


Turkey 


ACTUAL budget receipts for the finan- 
cial year 1935-36 represented a surplus 
of 7,000,000 Turkish pounds over esti- 
mated revenue. Receipts for the first 
six months of the financial year 1936-37 
show an increase of Ltq. 21,673,000 
over the estimates, and of Ltq. 22,820,- 
338 over the receipts for the corre- 
sponding period of the previous year. 


INTERNATIONAL BANKING NOTES 


BANQUE DE Paris ET DES Pays-Bas.— 
Horace Finaly, director general of this 
bank for many years, has resigned. 


NATIONAL URBAN MorTGAGE AND Pus- 
Lic WorKks-~ BANK.—John Vavasour 
Noel, editor of the Mexican News Di- 
gest, Mexico, D. F., has written and 
published a monograph describing in 
detail the work done by this institution 
in promoting better living conditions 
in Mexico. 


NorpiskA FORENINGSBANKEN.—This in- 
stitution, located at Helsingfors, Fin- 
land, reached its seventy-fifth anniver- 
sary on May 21. Its capital has risen 
from 3,000,000 marks to 240,000,000; 
deposits from 1,836,000 to 2,284,894,- 
000. Current dividends are at the rate 
of 16 per cent. 


Barctays Bank (D., C. & O.).—Direc- 
tors have declared interim dividends 
for the half-year ended March 3] at 
the rate of 8 per cent. on cumulative 


preference shares, and 514 per cent. on 
A and B shares, subject to income tax 
deduction. 


IMPERIAL BANK OF IRAN.—Subject to 
audit, the directors propose paying a 
final dividend of seven shillings per 
share, plus a bonus dividend of two 
shillings per share, both free of income 
tax, for the year ended March 20. 


Union BANK OF ScoTLAND.—The an- 
nual meeting of this bank was held at 
the head office in Glasgow May 5, Sir 
A. Steven Bisland, Bt., M.C., chairman, 
presiding. Referring to the balance- 
sheet, he said that deposits had shown 
an increase of £880,000, bringing the 
total to almost £33,000,000; notes in 
circulation had increased, indicating 
improved trade and turnover; advances 
had also risen by some £1,500,000; 
profits of £318,000 were about the same 
as for the previous year. In the course 
of his address the chairman said: “I am 
sure you will wish to join with the 
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board in expressing warm appreciation 
of the great ability, foresight, and de- 
votion to duty of Mr. Hird during those 
recent difficult years, and not least dur- 
ing last year, and of the loyal and effi- 
cient labors of those associated with 
him in the various grades of the serv- 


© ” 


ice. 


CHARTERED BANK OF INDIA, AUSTRALIA 
AND CuHina.—A branch of this bank 
will be opened on July 5, 1937, at Man- 
chester, England, located at 71 Mosley 
Street. 


BaNK OF Roumania LiuiTeD.—The an- 
nual general meeting of shareholders 
was held at the head office in London, 
May 26. Report of profits and loss for 
the year ending December 31, 1936. 
This report showed that the balance of 
earnings in Roumania, lei 8,022,023, at 
exchange 683.35, equivalent to £11,739 
5s. 1d., could not be remitted, and 
was therefore added to the lei fund 
for bad and doubtful accounts in Rou- 
mania. Operations of the London 
office, including payments on account 
of the Bucarest branch, exceeded earn- 
ings in sterling by £3458 15s. 5d., 
which deficiency was covered by a 
transfer from sterling reserve for doubt- 
ful debts, contingencies, etc. In his ad- 
dress the chairman stated that, owing 
to conditions in Roumania, provision 
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had to be made for bad accounts, but 
that the situation was improving in a 
way that led him to look for further 
progress on the road to recovery. 
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WHAT DO WITH SAME? 


[From the New York. Herald Tribune, 
June 1, 1937.} 


To the New York Herald Tribune: 


Excuse me, please, but I do not un- 
derstand American Government. Dur- 
ing big war and after it loaned Euro- 
pean governments billions of dollars. 

But now they say we cannot pay 
money for same. So few years ago 
American Government says we boost 
price of gold 70 per cent. to $35 an 
ounce. 

European people do not say much, 
but they dig plenty gold in Africa, 
Russia and they sell plenty more to the 
United States. Soon American Govern- 
ment will have billions of gold bought. 
What will they do with same? If they 
try to sell back, European people will 
say, “Sorry, no money; maybe we buy 
at old price.” 

So United States Government, as you 
say, again “holds the bag.” Excuse me, 
please. 

T. TAKAMOTO. 
New York, May 28, 1937. 
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Current Conditions in Canada 


OMMENTING on general condi- 

tions, the June Monthly Commer- 

cial Letter of the Canadian Bank 
of Commerce estimates that Canadian 
industrial operations were nearly 20 
per cent. above those in May, 1936. 
Settlement of major labor troubles and 
better conditions in the lumber indus- 
try were leading favorable factors. A 
marked revival in construction and fur- 
ther development of foreign trade were 
of special significance. Exports in 
April increased 15 per cent. in value 
and imports by 37 per cent. over the 
same date in 1936. Construction con- 
tracts reached about $80,000,000 in the 
first five months of 1937, compared with 
$57,000,000 in 1936. Contracts awarded 
in April were the highest for any month 
since February, 1931. 


Dealing with the Dominion’s national 
income, the Monthly Review of the bank 


of Nova Scotia finds that during the 
past four years the national income has 
increased from the low level of $3225 
millions to about 4050 millions—an 
advance of roughly 26 per cent. In the 
first year of recovery, from 1933 to 
1934, the expansion was equivalent to 
11 per cent.; during the following year 
it amounted to 6 per cent.; and from 
1935 to 1936 the preliminary estimate 
indicates a rise of 7 per cent. As a 
result of these increases, about one- 
third of the depression losses in Can- 
ada’s money income have been re- 
gained. 


The Monthly Letter of the Bank of 
Montreal dated June 23 comments on 
the Canadian situation as follows: | 

Canadian delegates to the Imperial Con- 
ference are returning with no new financial 
or commercial commitments other than such 
as are implied in the declared policy of the 
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Conference to co-operate with other na- 
tions in examining the obstacles which pre- 
vent a freer flow of trade through inter- 
national channels. This declaration is an 
indication of the Empire’s willingness to 
promote world peace by means of less re- 
stricted commerce. Specific action is not 
at present involved and the basis of Can- 
ada’s foreign trade remains unchanged. At 
the same time the attitude of Great Britain 
in regard to the gold movement, and more 
definite assurances from Washington that 
an early change in gold value is not con- 
templated, have had a steadying influence 
of world-wide scope. The general situation 
so far as Canada is concerned, subject only 
to the maintenance of peace in industry, is 
favorable and the outlook encouraging. 

Increasing business activity has been re- 
flected in railway car loadings, railway 
earnings and federal revenues. Car load- 
ings this year have been consistently higher 
than in 1936, and gross earnings of the 
railways for the year up to the middle of 
June were higher by $13,419,000, or 10 per 
cent. The rise in federal income continued 
during the month of May, when customs 
and excise receipts reached $28,621,000, a 
gain of $6,841,000, as compared with May, 
1936, and income tax collections were $15,- 
108,000 higher at $65,431,000. In regard to 
this revenue it is worth noting that no 
higher impost is reflected in this increase. 
The increase, therefore, is clearly indicative 
of business expansion. 
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Employment figures now appear to be 
responding more closely to the gains in in- 
dustrial activity. The month of April wit- 
nessed an industrial expansion and employ- 
ment rose by more than 32,000. The 10,089 
firms reporting gave a total employment 
list of 1,011,474 as of May 1, compared with 
979,319 on April 1. Generally speaking, 
activity in all lines is being well maintained, 
The value of mineral output for the first 
quarter of the year moved steadily upward 
except in regard to coal and zinc, the 
principal increases being in copper, lead, 
nickel and gold. The forestry industries 
have been faring well, with a brisk export 
demand for their products. The newsprint 
industry, with an output of 309,232 tons 
for May, set up a new high for monthly 
production, and there is a strong demand 
for wood-pulp. Exports of planks and 
boards in May amounted to 152,758,000 
board feet as compared with 101,079,000 in 
April and 136,894,000 in May, 1936, and 
exports of shingles were 208,076 squares as 
compared with 122,929 and 198,031. The 
iron and steel industries are still very active, 
as are packing plants and sugar refineries. 
The flour-milling industry is profiting by a 
rise in the export price of flour to above 
$6 per barrel, which is $2 higher than the 
price a year ago and, while the volume of 
wheat flour exports in May—348,866 bar- 
rels—was the lowest for this month in the 
last several years, the total value was the 
highest. 





ADVERTISING AND PUBLIC RELATIONS 
Edited by Malcolm Davis | 


A Bank President Builds Sound Public Relations 


N June 7, 1934, The National Bank 

of Bloomington in Bloomington, 

Illinois, opened for business. Its 
deposits were $814,294. On June 6, 
1936, its deposits were $2,827,868. On 
March 3, 1937, its deposits were $3,- 
332,823. 

Now the bank didn’t just grow with- 
out effort. Its growth was founded on 
a need for banking service plus sound 
bank management. And its growth was 
nourished by a capable and complete 
public relations program developed by 
the bank’s president, Grover C. Helm. 

Before amplifying upon the public 
relations program itself it will be use- 
ful to see what sort of a person Mr. 
Helm is. His career has been typical 
of many an American. He has built 
himself a comfortable fortune, starting 
from scratch. He has made a specialty 
of understanding people. He operates 
with the idea of making a profit and 
of having his customers realize that any 
successful business must make a profit. 


Introducing the President 


Mr. Helm is 52 years old. He has 
been president of the First National 
Bank of Mackinaw, Mackinaw, Illinois, 
for 25 years. He is a former director 
and vice-president of the Peoples Bank, 
Bloomington, leaving that institution 
to head the National Bank of Bloom- 
ington when it was formed. He owns 
a general store in Mackinaw. He heads 
and owns Grover C. Helm and Com- 
pany, produce business, and the V. B. 
Robinson and Company, seeds and 
produce—both in Bloomington. He 
owns and personally supervises 1000 
acres of good farm land and is an ex- 
tensive cattle feeder having between 200 
and 300 cattle on feed at all times. His 
farm land is clear of indebtedness and 
all his business is in a liquid position. 
In other words, he is a trained business 


man and farmer. As such he knows 
the needs of both business men and 
farmers in the community. Conse- 
quently he is in an admirable position 
to counsel with them regarding their 
banking requirements. 


Bank Policy Explained 


Now Mr. Helm firmly believes that 
the bank’s customers should know the 
kind of an institution with which they 
are doing business. He believes that 
a bank should clearly set forth its pro- 
grams and policies and that the public 
should know how their bank is invest- 
ing the depositors’ money. As a result, 
the bank’s statements show various 


Our Loaning Policy 


. We wish to repeat without reservation: We 
have more faith in the ability of our own people in 
this community to pay loans than the obligation in- 
curred by bond 


issues on securities from afar. 


We can see no reason why any legitimate 
borrower should be handicapped for funds to carry 
on a business. A loan conservatively made is a good 
Joan and when every safeguard is taken in the be- 
ginning, it is always paid. 

We ‘have $500,000.00 available for loans on 
the following types of security: 


Livestock and grain on the farm. 


Cash surrender value of Life iIn- 
surance, 


Warehouse receipts on ready, market- 
able commodities. 


Stocks and bonds, when the margin is 
satisfactory to us. 


Commercial loans where the business 
shows a satisfactory ratio of quick 
assets to liabilities. 


Real Estate loans not to exceed 50 per 
cent of the present appraised value. 


Loans for construction of new homes 
can be had at reasonable interest 
rates. When a borrower has 40 per 
cent in cash, the additional 60 per cent 
is available-at this Bank. 


When one borrows and we loan, a thorough 
understanding of repayment is acknowledged which 
es our future contacts pleasant. 
Start an account. Do business with a Bank, 
which recognizes values, and is responsive to the 
fellow who kept his chin up and really tried. 


A Frank Statement of Policy 
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classifications of loans and investments 
in detail. The following advertisement 
states the bank’s policy: 


THIS BANK’S POLICY 
Has been and will continue to have in 
mind two very definite objectives 

FIRST the safe-guarding of the Deposits 
entrusted with us by the public, and this 
can only be done by the investment of De- 
positors’ funds in the safest securities pos- 
sible. Our Bond Investments are Govern- 
ments of the United States and territorial 
possessions. 

SECOND to loan Depositors funds so 
that we can feel reasonably sure they will 
be repaid, and to do this our loans are so 
distributed upon certain conditions and col- 
lateral that insures us ample protection. 

We have found collateral loans to farm- 
ers have been most satisfactory. We have 
found that loans to commercial institutions 
who have a definite constructive program in 
mind, have not only been profitable to our- 
selves, but profitable to the borrower and 
to his employes. 

We feel the Banking Public is entitled to 
know the nature of a Bank’s activities and 
we are trying to set forth from time to 
time a picture which we are quite sure is 
understandable. 


The bank’s advertising merchandises 
the money it has for rent. The ads seek 
all sorts of loans—F. H. A. loans; corn 
loans; cattle loans; all sorts of sound 
financing for business men, farmers and 
investors. 

Besides advertisements for loans, the 
copy covers a variety of pertinent topics 
allied to banking. Mr. Helm writes 
his own ads every week. His topics 
are timely ones and the bank has found 
that many people look forward to the 
weekly announcements published in 
the newspaper week after week. 


Pre-selecting Good Customers 


In speaking about his advertising 
with other country bankers, Mr. Helm 
has often asked whether they did news- 
paper advertising and if so with what 
result. Many times other bankers have 
admitted that they did no advertising 
in newspapers because when they did 
advertise for loans the only result they 
got was to clutter their bank up with 
a lot of people who were not eligible 
for such loans. Mr. Helm says that his 
answer to this argument is “to frankly 


state in your advertisements the type of 
borrowers that are eligible. In other 
words, just tell the borrower to put 
himself in your position and ask if he 
would loan the depositor’s money if the 
borrower did not have a definite pro- 
gram and security enough behind him 
to either repay the loan from profits 
or by the sale of tangible merchandise.” 
In a recent advertisement, Mr. Helm 
frankly stated his loaning policy, a re- 
production of which accompanies this 
article. 


Public Relations—Inside and Out 


Shortly after the bank was opened, 
there was formed The National Bank 
of Bloomington Employes Club. The 
club comprises fourteen employes and 
meets the last Thursday of each month. 
At these meetings all grievances are 
ironed out and each employe has a hear- 
ing whether he be the messenger boy, 
president or cashier. Through these 


meetings the bank coérdinates the ef- 
forts of each individual, welding the 
employes together in a more harmoni- 


ous and efficient organization. At these 
meetings, public relations are discussed 
and suggestions are solicited on any 
subject that would help make the bank 
better and more serviceable. Surpris- 
ingly, many of the best suggestions 
come from the younger employes. Short 
talks on various banking subjects are 
also given at these employe meetings. 

One outcome of the bank’s civic- 
mindedness is that the high school is 
using the bank’s personnel ten to twelve 
times a year in lecturing on banking, 
investments and other subjects allied 
with business and economics. 

All of these activities can be summed 
up in saying that the bank is trying in 
every way possible to build up the com- 
munity in a financial way so that its 
foundations will be lasting. This can 
only be done by selling the public on 
sound ideas and by giving services the 
public wants, receiving in return a fair 
compensation for those services. The 
stress, however, is on keeping the pub- 
lic informed. And that can only be 
done through a well-rounded, intelli- 
gently executed public relations policy. 
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Who's Who in Bank Public Relations 


N charge of public relations at the 
Wachovia Bank and Trust Com- 
pany, in Winston-Salem, N. C., is 
William H. Neal. Mr. Neal was born 
at Charlotte, N. C. He attended David- 
son College from which he received an 
A.B. degree. During the World War 
he served as an artillery officer. 
From 1919 to 1929 he was assistant 
cashier of the Charlotte National Bank 
of Charlotte, N. C. He was secretary- 


WILLIAM H. NEAL 


Mr. Neal is vice-president of the 
Wachovia Bank & Trust Company, 
Winston-Salem, N. C., and first vice- 
president of the Financial Advertisers 
Association. 


treasurer of the Charlotte Clearing 
House Association and was one of the 
organizers, and first president, of the 
Charlotte Chapter of the A. I. B. 

In 1929 Mr. Neal became public re- 
lations manager of the Wachovia, super- 
vising advertising, publicity, public re- 
lations and employe training. He was 
elected a vice-president of the institu- 
tion in 1934, 

Active in bank organizations, he is 


at present chairman of the North Caro- 
lina Bankers Association Public Rela- 
tions Committee and first vice-president 
of the Financial Advertisers Associa- 
tion. Also he is the General Convention 
chairman for the 1937 F. A. A. meet- 
ing to be held at Syracuse, N. Y. Mr. 
Neal is also a member of the faculty of 
the Graduate School of Banking. 

Mr. Neal and his family (Jeanette A. 
Neal and two sons, ages 5 and 7) live 
on Arbor Road in Winston-Salem. A 
member of the Civitan Club and the 
Twin City Country Club, he confesses 
his favorite sport to be golf—his pet 
hobby, music. 


Combines Old with the New 


THE town of Greenwich, Connecticut, 
is modern and progressive. A bustling 
community in its own right, it is also 
within easy commuting distance of New 
York City. Despite its modernity and 
its proximity to New York, Greenwich 
people have pride in Greenwich history 
and cherish historical background. 

From this setting springs a new 
series of advertisements by The Putnam 
Trust Company, each of the series being 
flagged with the head “Greenwich Past 
and Present.” The advertisements al- 
ternate—one will highlight some his- 
torical place and outline what happened 
there; the next will highlight some mod- 
ern building and devote space telling 
about it. 

For example, one ad tells about the 
Holley House, built in 1685 and the 
oldest house in Greenwich. “There it 
stands a link with the past, spanning 
almost three centuries of the history of 
Greenwich from early Colonial days to 
the present, its sturdy construction typi- 
cal of the sterling qualities of the hardy 
pioneers who bravely brought civiliza- 
tion to what was once a wilderness in 
this region which today is one of the 
finest residential sections in the world.” 
Another advertisement speaks of the 
Elks’ Home, a fine, imposing structure 
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completed in 1929—having an audito- 
rium seating about 600, and a basement 
recreation room capable of accom- 
‘modating some 400 people. 

Indicative of the general tone of the 
series is the ad reproduced herewith 
which tells how a plucky miller’s wife 
tossed her dumplings into the mill pond 
when, in 1779, some British soldiers 


The plucky miller’s wife 
threw the dumplings into 
the mill pond 
—and the waiting redcoats went hungry 


On a Februs 
Taian ection 


ry day in 1779 a small detachment of 
part of & larger wapeny that had been 
the harbor and desire wring the sah Turks, marched 
© Misnus Bridge 

stopped at a 

making ‘ene that they a portabe 


GREENWICH, CONNECTICUT 


One of the “Greenwich Past and 
“Present” series. 


came along in search of something to 
eat. 

The series is admirably executed and 
presents the fact that while The Putnam 
Trust Company is proud of its past 
service it is equally alert to serve mod- 


ern needs with modern, swift-timed 
banking accommodations. 

The bank isn’t letting the advertising 
carry the whole burden, either. It 
plans, of course, to publish the series 
in booklet form upon completion. But 
backing up the promise of service im- 
plied in these advertisements is the con- 
duct of the bank’s officers and employes 
in their everyday contact with the pub- 


lic. The bank’s tellers are specially 
schooled in creating a friendly atmos- 
phere for the bank—“warming the cold 
marble of the counter” in the words of 
William H. Brettman, vice-president 
and treasurer. The officers are located 
so that they can speak to customers 
readily and they strive to make every- 
one feel comfortable in discussing with 
them even the smallest problems. This 
constant effort on the part of the bank’s 
staff has built a reputation of friendli- 
ness in a home-like atmosphere that has 
unquestionably reflected in deposit ac- 
counts, 


Behind the Scenes of a 
Savings Bank 


A croup of advertisements from the 
National Savings Bank, Albany, New 
York, talks of thrift in somewhat un- 
usual terms. One advertisement, with 
the above heading, has the following 
copy: 


Every day—and countless times each 
day human interest stories written in thrift 
brings your savings bank closer and closer 
to your home. 

A deposit isn’t just money. It is the 
beginning of a plan. For protection, for 
special purpose, for any of the uses to 
which savings may be an aid. 

A. withdrawal is never a loss. It means 
an emergency met, an obligation filled, a 
bill paid—a purchase, perhaps. In any 
case it implies the use of thrift. 

While this goes on in the operations of 
your Savings Bank—the family remains at 
home—content and happy. Your bank 
keeps working, protecting and building up 
more savings with the power of compound 
interest. It works for you and the family 
not as an institution but as a friend. 

Human... sincere .. . and trustworthy 
is your Savings Bank. 


Another advertisement mentions a 
timely subject for special savings and 
is the first one of these that we have 
seen. “Our New York World’s Fair 
Savings Club opens May Ist.” is the 
heading, and the copy goes on to tell 
how much fun a person will be able 
to have in New York when the World’s 
Fair gets going, and suggests that now 
is a good time to start laying aside a 
little money for that purpose. 
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Also a booklet has been issued by 
the bank entitled “What Is a Capital- 
ist?” That certainly is a timely topic 
and one able to stand a lot of truth 
and explanation shed upon it. The term 
is explained and is followed by a clear 
story of the functions and policies of 
the two “great corporations for little 
people” the savings bank and the life 
insurance company. 


Briefs 


The Bridgeport-City Trust Company, 
Bridgeport, Conn., in its “Monthly Re- 
port to Customers” for May talks of 
Bridgeport’s “Comeback.” Seven funda- 
mental yardsticks are treated in the 
pamphlet — electrical consumption, 
postal receipts, average weekly payrolls, 
savings deposits, telephones in use, in- 
dividual check transactions, and build- 
ing permits. Each of these yardsticks 
has its chart showing the trend since 
1929—in each case since 1932 or 1933 
the trend has been decidedly upward. 


* * * * 


A comprehensive, attractive little 
booklet has been issued entitled “SE- 
LECTION—The Story of The Fiduciary 
Trust Company of New York.” It ex- 
plains the origin and development of 
“a new and different trust company 
which would concentrate on administer- 
ing and endeavoring to conserve in- 
vested wealth, and would approach the 
problems involved with a fresh point 


of view.” 
* * * * 


A questionnaire regarding public re- 
lations and advertising has been issued 
by the research committee of the Finan- 


cial Advertisers Association. It asks 
some searching questions and if it meets 
with the response it deserves, much will 
be added to the available knowledge 
on bank public relations. Fact-finding 
such as this prevents waste motion and 
the spending of energy in wrong direc- 


tions. 
* * * * 


A Hammond electric organ is now 
part of the equipment of the First Na- 
tional Bank of Pikeville, Pikeville, Ky. 


The bank is music-minded, and in ad- 
dition to using the organ for concerts, 
encourages the employes to hum while 
working, being prompted by the bank’s 
radio. The employes gather before 
banking hours.each day for group sing- 
ing and are assisted, especially in the 
obbligato section, by the .bank’s three 
canaries. Sounds nice and friendly all 


around. 
* * * * 


Ad from the California Bank, Los 
Angeles—particularly interesting _ be- 
cause of its streamlined layout which 
we regret not being able to reproduce 
herewith. The ad is six inches square 
—the words “glass houses” measure 
three inches by five. “Since the advent 
of glass brick it’s okay for people to 
live in GLASS HOUSES. If you plan 
to buy, to build, or to modernize a 
home (glass or otherwise) CALI- 
FORNIA BANK is the bank to see con- 
cerning a loan.” 

* * * * 


A campaign for the election of a new 
city government is under way in 
Newark, N. J., and as a contribution 
to civic-mindedness the National New- 
ark and Essex Banking Company has 
a voting machine on display in its main 
lobby, with a guard to invite customers 
to come ahead and see how the new 
machine works. 

* * * * 


Dale Carnegie, author of “How to 
Win Friends and Influence People” 
broadcasts each Friday night from 
WOR in Newark, N. J. The substance 
of his talk is largely an expansion of 
the ideas expounded in his book and 
the practical application of them to 
business and social relationships. The 
Emigrant Industrial Savings Bank, New 
York City, is the sponsor. 

* * 


* * 


“Directly or Indirectly, Everyone 
Benefits Every Day From Banking 
Service” says the running head of a 
recent American National Bank (Nash- 
ville, Tenn.) advertisement. “Bread 
and Banking” is the subject. One para- 
graph reads, “Jn the Nashville terri- 
tory, financial transactions involved in 
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the planting of grain, the milling of 
the flour, the baking of the loaves and 
the retail delivery of your bread are 
handled in large volume by the Ameri- 
can National Bank.” 


* * + * 


George H. Thornley and John Price 
Jones have announced their association 
in the business of Advertising, Mer- 
chandising and Public Relations under 
the agency name of Thornley and Jones, 
Inc. Offices are at 70 Pine Street, New 
York City. 


oe * * 


Horse cars and sailing ships are sub- 
jects for recent advertisements in the 
current historical series conducted by 
the Williamsburgh Savings Bank, 
Brooklyn, N. Y. The newspaper ads 
are now being backed up by billboard 


posters. 
* * * * 


“Save, Save, Save” shouted an ad of 
the Florida State Bank, Delray, Florida. 
The idea was that the bank’s cashier’s 
checks cost less than post office money 
orders. A table showing the compari- 
son of costs in amounts from $10 to 
$100 was included. Result: the bank 
tripled its sale of cashier’s checks. 


* * * * 


Mention has been made (THE BANK- 
ERS MaGaAziInE, May, 1937) of the charts 
forming the advertisements of the First 
National Bank, Louisville, Ky. Right 
after the recent floods the bank rushed 
out a chart showing comparisons be- 
tween Louisville business activity and 
that of the country as a whole. A new 
chart has been prepared carrying on 
the previous one and includes Febru- 
ary, March and April. A rise for this 
three months’ period of 32 points for 
Louisville contrasts with a rise of 2 
points for the United States. 


* * * * 


“No Business Can Escape Change” 
heads an advertisement of The Cleve- 
land Trust Company, Cleveland, Ohio. 
Copy reads, “New products and new 
uses constantly create production and 


sales problems. The business man must 
avoid being caught unawares. It is not 
enough these days merely to keep up 
with the business parade; one must be 
out in front of it. No business can 
afford to neglect its financial problems, 
either. The right commercial banking 
connection can help solve them.” 
xe * * * 


Arthur Kneerim, connected for the 
past six years with the new business, 
foreign exchange and advertising de- 
partments of the New York Savings 
Bank, has become affiliated with The 
Merrill Anderson Company of New 
York City. 


* * 


The American Trust and Banking 
Company, Chattanooga, Tenn., sends 
us a little card marking the reopening 
of “our modernized Lovell Field, one 
of the South’s finest airports, and for 
Chattanooga the resumption of Air 
Mail service.” Appropriately enough, 
the card came enclosed in a “red-white- 
and-blue” trimmed air mail envelope. 
Six cent air mail stamp and everything. 


* * * * 


“Visit Adams County, Pennsylvania, 
in Apple Blossom Time” invites The 
Gettysburg National Bank in a folder 
showing how to get there and picturing 
“The May Queen and Her Court—Dur- 
ing May Day Festivities at Adams 
County Vocational School.” Nice court 
—nice queen—nice folder; sorry we 
couldn’t attend. 


* * * * 


An attractive six-page folder comes 
to us from The Farmers and Merchants 
National Bank of Los Angeles, Cali- 
fornia, regarding its trust services. It 
speaks of the duty involved in the in- 
escapable fact that “Some Day Your 
Property Must Pass Into the Hands of 
Others.” .It bespeaks its living trust 
service, explaining the benefits of a liv- 
ing trust thoroughly, concisely. 


* * * * 


Charlton MacVeagh, formerly asso- 
ciated with J. P. Morgan & Co., is now 
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president of MacVeagh, Kerman & 
Michelson, Inc., newly formed adver- 
tising agency in New York City. His 
associates are Frederick R. Kerman, 
former president of the Financial Ad- 
vertisers Association and Peter Michel- 
son, former director of public relations 
for the Bank of America. In the new 
organization Mr. Kerman is vice-presi- 
dent and treasurer, Mr. Michelson is 
vice-president and secretary. 


* * * * 


The Huntington National Bank of 
Columbus (Ohio) has issued a booklet 
called “True Stories of Constructive 
Banking.” This title was the running 
head of a series of ads published by 
the bank, and the series now composes 
the booklet. 


* * * * 


“New Loans Help Business” heads 
an ad from the Lincoln-Alliance Bank 
and Trust Company, Rochester, N. Y. 
The ad shows that during 1935 the bank 
made new loans totaling $14,161,798. 
And during 1936 the bank made new 
loans totaling $23,737,137. 


* * * * 


The history of a 35 year old bank 
has been published by the State Na- 
tional Bank of Weleeta (Oklahoma) ; 
interesting events of the bank’s incep- 
tion are—its first quarters were in a 
tent—its president was then “Secretary 
of the Board” at the age of nineteen 
and besides working on the books, ran 
errands and swept out the “banking 
quarters.” ... For a smart trust ad- 
vertising idea refer to the ad of the 
Industrial Trust Company (having ten 
offices in Rhode Island); the illustra- 
tion is a swell backer-upper for the 
heading, “Does Your Will Provide” 
and the sub-head, “—or merely di- 
vide?” . . . For a good selling ad mer- 
chandising collateral loans instead of 
having one sell one’s securities to ob- 
tain money, ask the Worcester County 
Trust Company, Worcester, Mass., for 
the one headed “It Might Be Cheaper 
to Obtain a Collateral Loan.” ... 


“Fifty Years in Review” heads an ad 
by The Broad Street National Bank of 
Trenton, N. J. The copy discloses. the 
companionate growth of city and bank. 
Interesting is the layout—an inverted Z 
across the face of the ad—the remain- 
ing space being filled with the sketches of 
many types of people—young, old, those 
of a by-gone day, workers, capitalists— 
all walking right towards the reader 
from a depiction of Trenton’s skyline 
at the top of the ad. 


* * * 


An advertising scoop is made by the 
Bank of America by presenting Cali- 
fornians with spot news via the radio 
every night by newscaster Sam Hayes. 
Mr. Hayes during the past six years 
has broadcast as the “Richfield Re- 
porter” and has “appeared” on the air 
for 1874 consecutive periods. Mr. 
Hayes will be the focal point of a new 
Bank of America advertising campaign, 
with car cards and newspaper advertis- 
ing building interest in Mr. Hayes, his 
news period and the bank. 


* * * 


“Vacation Time . . . Check This 
List” is the recommendation of The 
Cleveland Trust Company, Cleveland, 
Ohio, in an ad that presents a list of 
valuable possessions and asks how many 
of these possessions the reader owns, 
and whether they are safely kept. A 
safe deposit box, the ad says, can be 
rented “for a year for less than the 
cost of one day’s travel.” 


Interested in 
banking books? 


Send for our complete 
catalogue 


Bankers Publishing Cox, 


465 Main Street 
CAMBRIDGE, MASS. 





IN THE MONTH’S NEWS 


Convention Dates 


STATE AND SECTIONAL 


July 8-9—Central States Conference, 
Duluth, Minn. 

August 12-14—A. B. A. Pacific Coast- 
Rocky Mountain Trust Conference. 
Portland, Oregon. 

September 9—Delaware Bankers Asso- 
ciation. Henlopen Hotel, Rehoboth. 

September 9-10—Maine Savings Bank 
Association. Place not yet selected. 

September 16-18—Massachusetts Sav- 
ings Banks Association. New Ocean 
House, Swampscott. 

October 20-22—Savings Bank Associa- 
tion of New York. The Greenbrier, 
White Sulphur Springs, W. Va. 

November—Florida Bankers Associa- 
tion. Tallahassee. Date not yet 
decided. 

November 4-5—Nebraska Bankers As- 


sociation. Hotel Cornhusker, Lin- 
coln. 


1938 
May 5-6—Oklahoma Bankers Associa- 
tion, Tulsa. 
May 9-11—Missouri Bankers Associa- 
tion. Place not yet decided. 
May 12-13—Kansas Bankers Associa- 


tion, Hutchinson. 
GENERAL 
September 13-15—Morris Plan Bank- 


ers Association. The Broadmoor, 
Colorado Springs, Coio. 

September 13-16—Financial Advertis- 
ers Association. Syracuse, N. Y. 

October 6-8—United States Building 
and Loan League. Los Angeles. 

October 8-12—American Bank Women. 
Hotel Somerset, Boston, Mass. 

October 10-13—National Association 
of Bank Auditors and Comptrollers. 
Boston, Mass. 

October 11-14—American Bankers As- 
sociation. Statler Hotel, Boston, 
Mass. 

80 


Branch Banking 


@ On July 1 Manufacturers Trust Com- 
pany opened three additional offices in 
New York, located. at Second Avenue 
at the corner of 14th Street, Columbus 
Avenue at the corner of 93rd Street, 
and Third Avenue at the corner of 
116th Street. These locations were 
formerly occupied by The Chase Na- 
tional Bank which discontinued them 
on June 30. 

An arrangement between these two 
banks provides that the business for- 
merly handled by the Chase National 
Bank at these locations will be trans- 
ferred to Manufacturers Trust Com- 
pany. This arrangement will give 
Manufacturers. Trust Company sixty- 
four offices in Greater New York. The 
present personnel at these three 
branches will remain with Manufac- 
turers Trust Company. 


Bank Buildings 


q At a special board meeting recently 
held the Milford Trust Company, 
Milford, Conn., voted to remodel and 
enlarge their present quarters. The 
Tilghman Moyer Company of Allen- 
town, Pa., a firm of architects and 
engineers who specialize in the design 
and construction of bank and office 
buildings were awarded the contract 
to dot the work. 

Another contract recently awarded 
to this same firm is one to remodel 
and enlarge the present banking quar- 
ters of the Silver Spring National 
Bank, Silver Spring, Maryland. 

On both of these operations local 
labor and local supply concerns and 
local sub-contractors will be used on 
the construction where possible. 


Conferences 


q Advance registrations for the North 
Carolina Bankers Conference are near- 
ing the two hundred mark with indica- 
tions of a capacity attendance, accord- 
ing to an announcement made by 
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William H. Neal, vice-president, of the 
Wachovia Bank and Trust Company, 
and chairman of the committee on 
arrangements. 

The conference is to be held on the 
campus. of the. University of North 
Carolina at Chapel Hill July 12-16. 
It is being sponsored by the North 
Carolina Bankers Association, the 
Commissioner of Banks and the Uni- 
versity of North Carolina. More than 
twenty speakers and discussion leaders 
have been secured for the program and 
among these are listed a number of 
well-known names in national economic 
and banking fields. The five-day con- 
ference will permit intensive study and 
discussion of such topics as credit 
administration, investment policies, 
public relations, trusts, cost accounting, 
and other subjects pertaining to cur- 
rent banking problems. 


q The Southern Session of the National 
Economic Conference sponsored by the 
Society for Stability in Money and 
Banking was held in Richmond, Va., on 


June 4. Thomas C. Boushall, president 
of the Morris Plan Bank of Virginia 


and vice-president of the conference, 


presided at the sessions. Among the 
speakers were Irving Fisher, professor 
emeritus of economics at Yale Univer- 
sity, and Dr. Joseph E. Goodbar, author, 
economist and lawyer of New York, 
president of the society. 

In his address before the evening ses- 
sion Professor Fisher said in part: 


“Those who ask ‘is inflation inevi- 
table?’ generally imagine that we have 
not already had it. As a matter of fact, 
we have had it ever since March 4, 
1933! The level of wholesale prices 
has risen from a low in March, 1933, of 
55 per cent. of the 1926 level, as reck- 
oned by my weekly index number, up 
to a level at present of 93. That is a 
tremendous inflation, being a rise of 70 
per cent. This inflation of our price 
level has been caused by an inflation of 
our chief circulating medium, deposits 
subject to check, which have increased 
from 14 billions in March, 1933, to 
about 23 billions today. 


“Up to the present, inflation has been 


Always a sound . 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native, 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 


or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 
New Yorx 


630 Fifth Ave. CIrcle 6-1416 
International Bldg., Rockefeller Center 
Brooxtywn....1 DeKalb Ave. TRiangle 5-2123 
BALTIMORE Baltimore Life Building 
140 Newbury Street 

..30 North Michigan Avenue 
Building 

David Whitney Building 

S. 15th Street 

Grant Building 

Studio Building 

1115 Connecticut Avenue 


CLEVELAND.. 
Detroit 
PHILADELPHIA . 
PITTsBURGH 

St. Louis 
WasHINGTON 


a benefit—merely the ‘reflation’ neces- 
sary to counteract the previous defla- 
tion. It has pulled us out of the de- 
pression. But not much, if any, further 
inflation would be beneficial, and any 
great inflation would certainly be a 
great curse. 

“Moreover, such further inflation is 
entirely preventable. Those who can 
prevent it, if they will—and I think 
they will—are Chairman Eccles, and 
his colleagues on the Federal Reserve 
Board, Secretary Morgenthau, Presi- 
dent Roosevelt and Congress. There 
are at least three important controls 
which, properly used, can go far to pre- 
vent undesired inflation: (1) open mar- 
ket operations whereby the Federal Re- 
serve System would sell securities and 
withdraw the proceeds from circula- 
tion; (2) raising discount rates of 
banks on the initiative of the Federal 
Reserve Board; (3) lowering the price 
of gold. 

“These controls may not be sufficient, 
especially if the Administration does 
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not balance#its budget and resorts to 
printing press money or further bank 
credit created by means of loans to 
banks. 

“But the very strongest of all safe- 
guards against inflation would be to re- 
vive the 100 per cent. reserve system of 
the old Bank of Amsterdam which, as 
long as it was retained, worked per- 
fectly. This 100 per cent. principle was 
partially revived in 1844 in the English 
Bank Act and is still partially em- 
ployed by the Bank of England. It is 
now seriously considered in Congress. 
It could rid us of our two weakest spots, 
namely: (1) small reserve requirements 
and consequent ‘excess reserves’—a 
menace of inflation by the banks; and 
(2) the power of the Government to 
subordinate monetary policy to fiscal 
policy—a menace of inflation by the 
Government.” 


Equipment 

q A new Junior Rokordesk Safe has 
just been announced by the Diebold 
Safe & Lock Company of Canton, Ohio. 
It has all of the conveniences, econo- 
mies and protection provided for sav- 
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ings and ledger cards by Electric 
Rekordesk Safes used by many of the 
country’s largest savings banks. The 
new model is especially designed for 
smaller institutions, branch banks and 


those who prefer more and smaller 
controls. 

Like its big brother the Junior model 
combines efficient housing facilities 
with 2-hour, labeled, fire protection 
for both ledger and signature cards. 
With the single exception that the 
Junior model is operated by hand in- 
stead of electrically, it does for a 
small number of accounts everything 
the electric model does for a larger 
number. Illustrated pamphlets describ- 
ing this new machine may be obtained 
from the Diebold Safe & Lock Com- 
pany, Canton, Ohio. 


4 A feature of the recently opened new 
home of the Fort Waynes Morris Plan 
Company in Fort Wayne, Ind., is the 
installation of the Telechime system of 
office intercommunication, which re- 
placed the old-fashioned bell and buz- 
zer by signaling the person called by 
a soft musical chime. 


@ The use of business machines by 
banks in recent years has greatly im- 
proved their service to the public and 
at the same time has been a cause of 
increased rather than decreased employ- 
ment. This is the conclusion reached 
in the monthly journal of the Union and 
New Haven Trust Company, New 
Haven, Conn. 

As evidence supporting this theory 
the bank points out that in 1911 it had 
only eleven persons on its payroll and 
its salary list totaled $28,000. Its in- 
vestment in machinery was then worth 
about $1000. Today it has a staff of 
84 and an investment in machinery of 
between $25,000 and $50,000. Present 
machinery includes among many 
others: 19 adding machines, 9 auto- 
matic cashiers, 8 bookkeeping ma- 
chines, 5 check-writers, an endorsing 
machine, 2 Recordak cameras and a Re- 
cordak projector. 


GA booklet designed to help execu- 
tives to check up on their record-keep- 
ing methods has been issued by the 
Acme Card System Company, 8 South 
Michigan Ave., Chicago. It contains a 
series of questions designed to discover 
whether any given organization is keep- 





THE BANKERS MAGAZINE 


ing the records it wants.and must have 
for proper control of its activities. - In 
many companies such reports and rec- 
ords are not available until too late to 
be of use in current operations. Defi- 
nite and simple remedies: are’ suggested 
to keep records up to date and in an 
immediately available form. 


Loans 


q “Business Week” has recently made 
a survey of bank policies on working 
capital loans, which is now available 
in booklet form. While many banks 
appear to be cool towards small busi- 
nesses seeking working capital loans 
there are numerous exceptions. The 
survey reports W. L. Dean, president 
of the Merchants National Bank, 
Topeka, Kansas, as having a decided 
preference for loans on one-name 
paper of local manufacturers and mer- 
chants. Here is how his loans recently 
stood and how he would have liked 
them: 

Loans on the 

Merchants 


National’s 
Books 


As Dean 
Wished 
They Were 

Secured by business 
paper 
Secured by 
and bonds 
Real estate liens... 
Chattel mortgage 
loans 
Local 
loans 
Installment loans .. 


stocks 
282,000 
103,000 


62,000 
commercial 

289,000 
101,000 


$1,117,000 


250,000 


$1,117,000 


q In an address before the Texas Bank- 
ers Association recently Tom K. Smith, 
president of the American Bankers As- 
sociation, discussed the future of com- 
mercial loans. 

“The stability of the banking system 
in the last analysis, reduces itself to a 
question of banking assets,” Mr. Smith 
said. “The banking system can with- 
stand another panic only if the assets 
in our portfolios are sound and suffi- 
ciently liquid. There has been increas- 
ing attention paid during the past few 
years to the character of the loans and 
investments into which we are putting 


CLARENCE HILL 


Recently Elected President Wisconsin 
Bankers Association. 


Mr. Hill is chairman of the board 
of the Port Washington State Bank, 
Port Washington, Wis. Born in El- 
dorado, Wis., in 1868, Mr. Hill has 
been in the banking business since 
1890. Besides his keen interest in 
the banking affairs of his state Mr. 
Hill has been for many years active 
in Masonry. 


our depositors’ money. There have 
been a great many investigations in this 
field, and these have made it abundantly 
clear that commercial loans at present 
are not the backbone of the banking 
system. This condition of course repre- 
sents a major deviation from the clas- 
sical theory of commercial ‘banking. 
“The decrease in the volume of com- 
mercial loans in the banking system 
illustrates the complexity of present day 
banking problems. This condition has 
resulted from several factors. One of 
these factors is technological improve- 
ment in processes of manufacturing 
and transportation, which reduced the 
need of many of our borrowers for 
working capital. Another factor is the 
trend toward large corporate organiza- 
tions able to accumulate big surpluses 
and thus to handle much of their own 
financing. A third cause is found in 
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ARTHUR L. NETCHER 


Recently Elected President North 
Dakota Bankers Association. 


Mr. Netcher is president of the 

Northern and Dakota Trust Company 

of Fargo, N. D., and has long been 

prominent in the banking affairs of 
the state. 


the new financial habits of the people 
which permitted these larger corpora- 
tions to obtain working capital directly 
from the public through the sale of 
securities. 


“We may expect further technologi- 
cal progress, but it is entirely possible 
that the recently enacted tax on undis- 
tributed earnings may prove to be an 
opposing force of some importance, 
tending to increase the reliance of cor- 
porations upon loans from the commer- 
cial banks.” 


qThe Bank of America (California) 
will continue to make modernization 
loans under terms similar to those es- 
tablished by Title I of the National 
Housing Act. Under the new plan, 
home-owners may borrow up to $1000 
for modernization purposes, larger 
amounts being subject to the bank’s 
regular terms. Repayment of balances 
up to $500 may be extended over a 


period of two years and amounts up to 
$1000 over a three-year period. 


Investments 


Lower bond prices are inevitable in 
the opinion of Professor Edwin W. 
Kemmerer, of Princeton University. In 
a recent address to California bankers 
he said: 

“If it is argued that the Government 
will maintain the market value of its 
bonds because it must conserve its credit 
and be prepared to continue to finance 
on favorable terms further deficits, the 
question arises: How can it do so? Un- 
less it should refund its bonds at higher 
coupon rates, a process that would be 
costly and politically unpopular, the 
only recourse it will have will be either 
directly or through agencies under its 
control to buy the bonds at or near 
parity when they are offered for sale. 
But the supply of long-term Govern- 
ment bonds outstanding is enormous 
and since the Government is continuing 
to run a deficit it has very little money 
with which to buy them. Its stabiliza- 
tion fund of two billion dollars is very 
inadequate and likewise its inactive gold 
supply. The stabilization fund more- 
over is needed for other purposes. Its 
old-age pension reserve, which during 
the years to come will amount to a 
large figure, if the policy of accumulat- 
ing such a fund is continued, is still 
very small and for the immediate future 
would be of little use for this purpose. 
The only other recourse is practically 
to monetize the bonds which was es- 
sentially the policy followed by Ger- 
many in its great post-war inflation. 

“By monetizing the bonds, I mean 
making them practically convertible 
into bank notes or bank deposit credit 
through the Federal Reserve banks and 
the member banks. The mechanism 
might be for the Federal Reserve banks 
to buy in the open market all bonds 
offered to them at parity and to pay 
for them by Federal Reserve notes, but 
Federal Reserve Bank notes (whose issu- 
ance would be renewed) or by Federal 

eserve deposit credit, the bonds in turn 
being the security for these notes and 
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this deposit, liability. Or the Govern- 
ment might restore to the national banks 
the old-time privilege of issuing na- 
tional bank notes against Government 
bonds. In these cases, the notes would 
be secured by the bonds and the bonds 
would be payable in the notes. 


“The restrictive provision of legal 
reserve requirements could be sus- 
pended under the plea of emergency 
conditions as they were during the post- 
war inflation in Germany. This process 
would be strongly inflationary and 
would push up commodity prices to 
higher and higher levels. The Govern- 
ment would be holding down the in- 
terest rates on its own securities by a 
process that would be boosting com- 
modity prices. The advance in com- 
modity prices would carry up with it 
market rates of interest. 

“If the Government maintained the 
price of its long-term, low-couponed 
bonds in this way, their yield would 
get progressively smaller relative to the 
advancing yields on other high-grade, 
long-term bonds. Every owner of these 
Government bonds, except the banks 
that were in position to monetize them, 
would hasten to sell his bonds to the 


Government or to the banks in order ° 


to get the funds with which to buy other 
bonds that would give higher yields. 
In this way the Government bonds 
would soon all. be back in the hands 
of the Government or in the hands of 
the banks that were monetizing them. 
This is essentially what happened in 
Germany. The Government bonds 
would be maintained at parity in a dol- 
lar of continually depreciating value 
or purchasing power; other high-grade 
bonds not having such Government 
monetization support would decline in 
price; while commodity prices, the cost 
of living, prices of real estate and 
prices of equity securities would 
rapidly advance. Such a policy of 
practical monetization of the public 
debt might for a short time be the line 
of least political resistance for the Gov- 
ernment, but, in the long run, it would 
be a most disastrous policy to follow 
if the lessons of post-war inflation in 
Europe are of any. value.” 


J. R. McKNIGHT - 


Recently Elected President South 
Dakota Bankers Association. 


Mr. McKnight is president of the 
Pierre National Bank, Pierre, 8. D. 


To meet this situation Professor 
Kemmerer had the following two sug- 
gestions: 

“As to how to meet this situation I 
have only two suggestions to give: 
First, and foremost, as American citi- 
zens, fight inflation by insisting upon 
a balanced budget for the national 
Government and by demanding the dis- 
continuance of half-baked monetary ex- 
periments. Second, as bankers, care- 
fully distribute the maturities of your 
investment portfolios, keeping at a 
minimum the more distant ones. Do 
not be too confident that the rise in 
interest rates which I am predicting will 
come slowly and with adequate advance 
warning. There are something like 
15,000 banks in the country, nearly all 
of which are holding substantial quan- 
tities of long-time bonds and it is pos- 
sible that the band wagon may be 
somewhat crowded if they all try to get 
on at once.” 


@ In a recent speech to Missouri bank- 
ers, Chairman Leo T. Crowley of the 
Federal Deposit Insurance Corporation 
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FRANK R. CURDA 


Recently Elected President, American 
Institute of Banking. 


Mr. Curda is assistant vice-president 
of the City National Bank and Trust 
Company of Chicago. He is a native 
of Chicago and was educated in the 
schools and colleges of that city. He 
began his banking career in 1907 and 
his experience in outlying and loop 
banks has been divided between trust 
and commercial banking. He has long 
been interested in Institute affairs 
both national and local. 


vigorously warned bankers against 
speculation in low-grade bonds. On 
this subject he said: 

“IT note with alarm that many banks 
in their search for earnings have turned 
during the past two years to a practice 
which I consider anything but legiti- 
mate and which is potentially a monkey 
wrench held over the smoothly running 
machine of banking recovery. I refer 
to speculation in low-grade bonds. 

“The temptation proved too strong 
for several of those who watched the 
constantly rising bond market during 
1935 and 1936. To these men the sky- 
rocketing market seemed the golden op- 
portunity to replenish their depleted 
surpluses and to put their banks again 
on a dividend-paying basis. 

“If the demand for bank credit in 


commercial and industrial channels in- 
creases: substantially, bond prices ~ will 
be’ likely to ‘react’ unfavorably’ and 
bankers who are in ‘and out of the mar- 
ket may incur sizable losses. 

“It is possible that some of these op- 
timistic ‘bank ‘managers will be wise 
enough +to sell‘ their holdings ‘at the 
peak and to stop gambling. Earlier 
experiences with men of this type, 
though,- lead. me to ‘believe that the 
chances for such wisdom: are few and 
that when a slump in the bond market 
does come these bankers would be for- 
tunate:to save their original stake. 

“The safe and the sound and the 
practical way to rebuild bank capital 
and to. pay dividends is out of operat- 
ing ‘earnings and not- through the fair- 
weather profits of speculation.” 


q “The long-term outlook for the av- 
erage American, no matter whether he 
be a wealthy capitalist or a humble 
laborer, is more promising and secure 
than it has been in the course of your 
history.” These comforting words are 
from a radio address by Major L. L. B. 
Angas before the National Association 
of Mutual Savings Banks. In the course 
of his remarks he said further: 

“I anticipate a future of high pros- 
perity for America with activity rival- 
ing and eventually exceeding that of 
1929. In fact, I envisage the disappear- 
ance of unemployment and the matu- 
rity of boom-like prosperity—though 
without the excesses of 1929. The out- 
look for America is most interesting. 

“My optimism is admittedly pro- 
found; although tempered by an atti- 
tude of caution as regards short run 
market movements. The investor, how- 
ever, can dispel from his mind the 
chances of a violent market movement 
similar to that of 1929. The Govern- 
ment seems determined and able to 
stop a wild boom as well as a wild 
slump, and I see little fear of a huge 
new cyclical depression. 

“Markets for bonds as well as stocks 
will, however, undergo periods of 
serious price readjustments in accord- 
ance with the actual, or anticipated, 
movements of the money managers.” 
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Education 


q Over-specialization in college courses 
at the expense of .education in broad 
fundamentals was criticizéd .in‘a recent 
address by Tom K: Smith, president of 
the American Bankers Association. Mr. 
Smith said in part: : 

“Bankers are coming more and more 
generally to realize that banks must; be 
managed by people with special knowl- 
edge and special training. The banker 
must have a sound background in eco- 
nomics and history and accounting and 
law and political science, and in addi- 
tion he must have a mass of special 
technical information pertaining di- 
rectly to banking. . The basic problems 
of the banking business today cannot 
be solved by. men who do not possess 
this training. 

“Let me stress at this point the neces- 
sity of a broad general educational 
background for men who hope to at- 
tain executive positions in banking. 
For many years there has been a trend 
in university education toward courses 


of a highly specialized nature. A glance 
through the average university catalog 
would indicate that to a large extent 
fundamentals are being neglected, while 
attention is being diverted to the study 


of practice and technic. Students cut 
down on their work in economics so 
that they may study advertising layouts. 
They reduce the time they spend on 
mathematics, and study real estate prac- 
tices instead. 

“Now I am a practical man, and I 
should not think for a minute of advo- 
cating that a college student be stuffed 
with useless theory to the point where 
he is unable to get things done in every- 
day life. At the same time, I am con- 
vinced that no man can determine 
policies intelligently or transact busi- 
ness intelligently unless he has a clear 
picture of the social and economic or- 
ganization as a whole.” 


That's a Good Idea 


@The National Bank of Tulsa, Okla., 
has instituted a “suggestion box” and 
will reward employes who contribute 
ideas which can be used in the opera- 


FRANK K. HOUSTON 


Recently Elected President New 
York State Bankers Association. 


Mr. Houston is president of the 
Chemical Bank and Trust Company, 
New York. 


tion of the bank. “This is an oppor- 
tunity,” says the bank in its announce- 
ment, “for persons to present some of 
their ideas which have been fermenting 
for years and have had no opportunity 
for expression. We are on the lookout 
for the man who is thinking. . . . Your 
idea is worth nothing if you keep it to 
yourself. You furnish the idea, the 
bank furnishes the opportunity and 
bears the expense of putting your sug- 
gestion to work. Why not get together 
and share the profit?” 


qThe First National Bank of Smith 
Center, Kansas, recently received in the 
mail a sealed envelope containing a $5 
bill and the following anonymous mes- 
sage: “In gratitude for a favor received 
many years ago. Thanks.” It is com- 
forting that some folks, at least, are 
grateful for favors received from banks 
although one could hardly expect many 
to demonstrate their gratitude in such 
a practical way. If they do we may ex- 
pect to see some such item in the bank 
income .account of the future as’ “Pub- 
lic gratitude.” : 
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F. WINCHESTER DENIO 
Recently Elected President Massachu- 
setts Bankers Association 
Mr. Denio is vice-president of the 
First National Bank of Boston. A 
graduate of Amherst College and 
Harvard Law School, he began his 
business career in Boston as a law- 
yer.. He entered the employ of the 
Ola"@olony Trust Company in 1911, 
later becoming vice-president. He has 
also been vice-president successively 
of the Old Colony Corporation, the 
First National-Old Colony Corpora- 
tion, and the First of Boston Cor- 
poration. Since 1934 he has been 
vice-president of the First National 
Bank. 


@ The most “musically minded” bank 
in the country is probably the First Na- 
tional Bank of Pikeville, Ky., which 
has recently installed a Hammond elec- 
tric organ and has three canaries on 
its staff. A series of afternoon and eve- 
ning organ concerts will be held to 
which customers and friends of the 
bank will be invited. Employes of the 
bank have for some time made it a 
practice to gather before banking hours 
for a brief inspirational meeting at 
which hymns and favorite songs are 
sung and poems are read. Employes 
are also encouraged to sing or hum at 
their work. 


Crime 


q According to a report recently pub- 
lished by the, United States Fidelity and 
Guaranty Company based on its records 
of many embezzlers the following are 
the major “reasons” for stealing: 


Drink and gambling 

Living above their means 
Accumulation of debts 

Poor business managers 
Playing around with women 
Speculating in the market 
Sickness of self or relatives 
Criminally inclined 


“Pay-as-You-Go” Banking 


@ In announcing the opening of its new 
CheckMaster department, the Trenton 
Trust Company made the following 
statement: 


“The field of consumer credit offers 
an outstanding opportunity for service 
and profit to progressive bankers today. 
In our opinion the CheckMaster idea is 
just another step, and an important one, 
in the direction of widening the circle 
of banking service. 


“The CheckMaster market which we 
will build in Trenton is the natural 
complement to our personal loan busi- 
ness, which though of comparatively 
recent origin, is already fulfilling our 
most sanguine expectations. 


“These two phases of banking serv- 
ice go hand-in-hand. Both personal 
loans and the pay-as-you-use checking 
account have social aspects of great 
significance to the new-day banking 
world. 


“If banking is to secure and hold the 
good will of that great mass of people 
who are the backbone of all American 
industry, it must be in a position to 
offer such types of banking facilities 
as the public actually requires.” 


G The Yardville National Bank, Yard- 
ville, N. J., has begun the operation of 
a CheckMaster department under thé 
general direction of Stacey B. Lippin- 
cott, cashier. 
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Unit Banking 


qThe “Philadelphia Inquirer” pub- 
lished last. month the following com- 
ment by Charles F. Zimmerman, presi+ 
dent of the First National Bank of 
Huntingdon, Pa., relative to the two 
bills recently introduced in Congress by 
Senator McAdoo of California: 

“The first act in the newly written 
drama‘ to disrupt the historic American 
banking system of independent banks 
was witnessed on May 6 when Senate 
Bills 2347 and 2348 were introduced at 
Washington by U. S. Senator William 
G. McAdoo of California. The second 
act in this drama was staged in Cali- 
fornia when Transamerica Corporation; 
the holding company which owns 99.65 
per cent. of the shares of almost 500 
banks in that state and in neighboring 
states, decided upon dissolution pro- 
ceedings and the exchange of its shares 
for shares of stock in a centrally located 
branch banking system. 

“Senate Bill 2347 would authorize 
national banks with the approval of 
the Comptroller of the Currency to es- 
tablish branches within the boundaries 
of Federal Reserve Bank districts where 
any state permits branch banking. Ob- 
servance by national banks of state re- 
strictions limiting branch banking ac- 
cording to present laws governing is 
omitted from this bill. 

“Senate Bill 2348 would prohibit 
ownership by holding companies of 
more than 10 per cent. of stock of any 
bank which is a member of the Federal 
Reserve System. 

“This bill is in harmony with public 
sentiment especially in the Far West 
where independent local banks have 
been placed very much on the defensive. 
The strategy in the drama thus far is 
merely that of having a_ plausible 
groundwork built up on which to base 
the final breakdown of the right of 
states to control branch banking within 
their own borders. 

“To those who know something of 
the circumstances these moves are a 
thinly veiled disguise to create the im- 
pression that bank share holding com- 
panies wish to respect public opinion 


Foster Studio 
ALLEN W. HOLMES 
Recently Elected President Connecti- 
cut Bankers Association. 


Mr. Holmes is president of the 

Middletown National Bank, Middle- 

town, Conn., with which bank he has 
been connected since 1905. 


now working so strongly against them. 
The question raised by Mr. A. P. Gian- 
nini, head of Transamerica Corporation, 
is this: Shall the right of the people in 
your state to govern branch banking 
within state boundaries be destroyed by 
the Federal Government? 

“Mr. Giannini advocates nation-wide 
branch banking, along with a few other 
bank share holding groups. He has de- 
creed that the historic right of the states 
must now be destroyed. We shall soon 
see whether the tail is to wag the dog, 
or whether, in the third act, the dog 
will lose its tail.” 


q “Remote control” control has no 
place in banking according to William 
S. Elliott, executive vice-president of 
the Bank of Canton, Ga., who said in 
a recent address on “The Crisis in Unit 
Banking” before Indiana bankers: 
“No man, nor small group, in a dis- 
tant city can properly appraise the local 
situation, however intelligent and honest 
they may be. Remote control may be 
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ALEXANDER F. RYLAND 


Recently Elected President, Virginia 
Bankers Association. 


Mr. Ryland is vice-president of the 
First and Merehants National Bank 
of Richmond, Virginia. 


all right in an airplane with nobody in 
it, but in the banking business it is fore- 
doomed to failure. Unscrupulous men 
may obtain control of the parent bank 
and manipulate the funds of many com- 
munities solely for their own gain. This 
has been done heretofore in chain, 
group and branch banking, according 
to reliable authority.” 


q The time is not ripe for unit bankers 
to form their own independent associa- 
tions in the opinion of William S. El- 
liott, executive vice-president of the 
Bank of Canton, Ga., who recently ad- 
dressed Kansas bankers on the branch 
banking question, saying in part: 

“In recent years unit bankers in sev- 
eral states have formed organizations to 
oppose extension of branch banking. 
Some suggestions have been made that 
a nation-wide unit bankers’ organization 
should be formed. I do not think the 
time is ripe for such a movement. Aside 
from the duplication of expense to 
banks, there is in the American Bank- 


ers Association ample machinery for 
taking care of unit bankers’ interests. 

“Unit banks comprise a large major- 
ity of A. B. A. membership. They are 
entitled. to present their views upon this 
or any other matter vitally affecting 
their welfare, and to receive proper con- 
sideration and appropriate action from 
the agencies of our national organiza- 
tion, including a restatement of policy 
by the association respecting nation- 
wide branch banking and states’ rights 
in connection therewith. 

“Unit bankers should make them- 
selves heard in the councils of the 
A. B. A. and should attend the meet- 
ings and take an interest in the delibera- 
tions. Note this, however, over 4000 
state-chartered institutions—practically 
all of which are unit banks—are not 


members of the A. B. A.” 


New Banks 


q Warning against the danger of char- 
tering too many banks to meet needs 
for enlarged credit facilities during a 
period of expanding business was voiced 


last month by Tom K. Smith, president 
of the American Bankers Association, 
in an address before the Missouri 
Bankers Association. 

“The upswing in business activity, 
however, is accentuating another bank- 
ing problem,” Mr. Smith said. “That 
problem is the chartering of new bank- 
ing institutions. The question of char- 
ters always becomes active during 
periods of economic advance. The rea- 
sons for the demand for greater bank- 
ing facilities are easy to understand. 
During such periods, the demand for 
credit is great, and to the superficial 
observer it often seems that the supply 
is not keeping pace with the demand. 
More extensive banking facilities then 
seem to be a logical solution. 

“The danger. is that such a movement 
may go too far. If that happens, the 
supply of trained banking personnel 


gives out, and inevitably some of the 


banks are poorly managed. Too many 
banks, moreover, result in uneconomic 
competition, not only in interest. rates 


but also for loans. Credit standards 
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are lowered. Thus the unsound unit 
damages its sound competitor, and the 
whole structure is weakened. It has 
been pointed out that the existence of 
the Federal Deposit Insurance Cor- 
poration merely accentuates this evil, 
since now more than ever the fortunes 
of sound banks are tied up with those 
of their less solid neighbors. Losses 
resulting from unsound banking prac- 
tices are merely distributed over the en- 
tire banking system.” 


Personnel 


@ The use of an industrial nurse in an 
effort to reduce illness and consequent 
absences of employes saved the Chemi- 
cal Bank and Trust Company of New 
York $3000 in four months in 1935, 
according to a statement recently issued 
by the National Association of Public 
Health Nursing. 


Safe Deposit 


q A recent survey made by the McCann- 
Erickson Advertising Agency of New 
York shows that there is a large unsold 
mass market for safe deposit boxes in 
the income group below $5000. Inter- 
views obtained by the agency were 
tabulated as follows: 

Non- 
Renters 


3.0% 
20.1% 
37.2% 35.5% 
12.6% 41.4% 

In other words, non-renters consti- 
tuted 76.9 per cent. of all the people in- 
terviewed (those in the last two di- 
visions) who do not rent safe deposit 
boxes. 

It is estimated that there are some- 
thing like 14,000,000 safe deposit boxes 
in the country, more than half of which 
are in the ten northeastern states, the 
territory for which the program is be- 
ing developed. And it is estimated that 

ere are more than 2,000,000 vacant 
boxes in this territory. 


Renters 
23.5% 
26.7% 


Income 


q/A radio program is planned, financed 
by the Safe Deposit Association of New 
York, to stimulate interest. in safe de- 
Posit service and promote rentals. 


S. R. TORGESON 


Recently Elected President Iowa 
Bankers Association. 


Mr. Torgeson is cashier of the Farm- 
ers and Merchants State Bank of 
Lake Mills, Iowa. Born in 1892 Mr. 
Torgeson has been in the banking 
business since 1919. He has served 
in three General Assemblies and@ is a 
strong believer in the system of unit 
banking which he thinks should be 
preserved at any cost. To this end 
he believes that the rural banker 
should beqpme more active in associa- 
tion work. 


The program contemplates supple- 
mentary direct mail and hand-out pieces, 
some calling attention to the program 
and others to be given to customers of 
the banks in the banks and designed to 
follow up the broadcast and impel ac- 
tion while they are in the bank. It is 
a comprehensive plan. 


Small Loans 


The Glenville Bank at Scotia, N. Y., 
will start a small loan department in 
the near future. 


@ The Lincoln-Alliance Bank & Trust 
Company of Rochester, N. Y., in a re- 
cent advertisement published. the fol- 
lowing summary of the loans made by 
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WALTER SULLIVAN COTHRAN 


Recently Elected President Georgia 
Bankers Association. 
Mr. Cothran is vice-president and 
trust officer of the National City 
Bank of Rome, Ga. He is a graduate 
of the University of Georgia where 
he was prominent in football and 
track and was also Phi Beta Kappa. 
He has been in the banking business 
in his present connection since 1925. 


its personal loan department since the 
beginning of the department: 
No. Amount 
of of 
Loans Loans 
Automobiles — acces- 
sories and repairs 2,080 $ 448,034 14 
Business purposes .. 303 83,533 3 
Improvements and re- 
pairs to house ... 719 
Household appliances 8,739 
Furniture and fur- 
nishin 
Medical bills 
Taxes 
Refinancing ........ 2,478 


% of 
Total 


230,255 
1,238,092 


75,044 
88,846 
86,010 
310,511 


The advertisement states that the 
total of $3,109,554.85 indicates an 
average loan of $185. 


@The Mercantile-Commerce National 
Bank in St. Louis has announced the 
opening of an installment loan depart- 
ment to’make loans in the amount of 
$100 and up. There will be no service 


charges. or investigation fees, the bank 
announced. ; 


4 An ‘installment loan devatiel has 
been:started by the Forsyth State Bank 
Forsyth, Mont., making loans: rangin 
from $50 to $500 at 5 per cent, discount 
payable in’ twelve equal monthly. i 
stallments. 


Service Charges | 
q Before imposing service charges banks 
should know their costs’ in the. opinion 
of G. Fred Berger, treasurer, Norris: 
town-Penn Trust Company, Norristown, 
Pa.,. who recently stated in an addre 
to Maryland bankers: 4 
_ “Tf a bank finds it necessary, becaus 
of a conservative investment policy an 
continually reducing gross income, & 
make charges for services rendered, the 
it must first know its cost of doing bu 
ness, for only with a knowledge of those 
costs can a schedule of charges, which 
must always be fair to a bank’s cus 
tomers, be — 


q The banker must educate not only 
the customers of the bank, but the im 
dividual who does not have a bank 
account and who probably never 
have one, according to Thomas K. Kip- 
hart, president of the Financial Adver 
tisers Association, in an address OM 
public relations before the annual com 
ference of the National Association 
Mutual Savings Banks. Mr. Kiphar 
who is director of public relations 
the Fifth Third Union Trust Compan 
of Cincinnati, said in part: 

“Let me impress upon you that it i 
just as important to develop goodwil 
and understanding in the public mint 
as it is to sell your service. The grea e 
that understanding the easier it will b 
to sell your bank and its services. 

“We have all had contact with tl 
people, in some way or another; 
we know that. the easiest person to 
to.is one who is informed. If a persol 
is not informed, our first job is to im 
form him and, in so doing, we increa 
our chances of obtaining his support 
Only by this process can you hope for 
an increased return on your advertising 
dollar.” q 








